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AMENDING SECTION 9 (ec) (2) OF THE MERCHANT SHIP 
SALES ACT OF 1946 


MONDAY, JUNE 4, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON MeRCHANT MARINE OF THE 
COMMITTEE ON MerCcHANT MaRINE AND FISHERIES, 

Washington, D.C. 

The committee met at 10 a. m., Herbert C. Bonner (chairman) 
presiding. 

Mr. Bonner. The committee will please come to order. 

Before we proceed with the Great Lakes shipbuilding bills, I have 
promised to hear one witness on a bill scheduled for the latter part 
of next week. For reasons beyond his control, Mr. Leslie Krusen, a 
key witness on H. R. 8352 and S. 3113, will be unable-to appear next 
week, and I have agreed to hear him today—with the understanding 
that his testimony will not take more than 15 or 20 minutes. 

We will insert at this point in the record H. R. 8352 and S. 3113. 

(The bills referred to are as follows:) 


{H. R. 8352, 84th Cong., 2d sess.] 
A BILL To amend section 9 (c) (2) of the Merchant Ship Sales Act of 1946, as amended 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 9 (c) (2) of the Mer- 
chant Ship Sales Act of 1946 is hereby amended by deleting the semicolon at 
the end thereof and by inserting the following proviso before the word “and”: 
“: Provided, That the provisions of this subsection (c) (2) shall not apply 
to any such charter party executed on or after October 1, 1955; and the Secre- 
tary of Commerce is directed to modify any adjustment agreement to the extent 
necessary to conform to the provisions of this amendment ;”. 


(The reports on H. R. 8352 follow :) 


THE SECRETARY OF COMMERCE, 
Washington, D. C., April 24, 1956. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

DEAR Mr. CHAIRMAN: This letter is in reply to your request of March 7, 1956, 
for the views of this Department with respect to H. R. 8852, a bill to amend 
section 9 (c) (2) of the Merchant Ship Sales Act of 1946, as amended. 

The bill would amend section 9 (c) (2) of the Merchant Ship Sales Act of 
1946, as amended, to provide that the provisions of subsection (c) (2) shall not 
apply to any charter party executed after October 1, 1955, for the use by the 
United States of a war-built vessel purchased from the United States prior to 
the enactment of the Merchant Ship Sales Act of 1946, and in respect of which 
a price adjustment was made under section 9 of that act. Section 9 (¢c) (2) 
provides that the liability of the United States for the use of such vessel on or 
after March 8, 1946 (date of enactment of the act), under any charter party 
with the United States, shall not exceed 15 percent of the statutory sales price 
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of the vessel as of such date and, further, that the liability of the United 
States under such charter party for loss of the vessel shall be determined on 
the basis of the statutory sales price as of March 8, 1946, depreciated to the 
date of loss at the rate of 5 percent per annum. 

Section 9 of the Merchant Ship Sales Act of 1946 authorized adjustments in 
the purchase price of vessels bought by citizens of the United States from the 
United States Maritime Commission during World War IL. A substantial 
number of such vessels were purchased, some with construction subsidy allow- 
ance under the Merchant Marine Act, 1936, but others at full wartime cost 
without such subsidy As appears from the committee reports on the ship sales 
legislation (S. Rept. SO7, 79th Cong.; H. Rept. No. 831, 79th Cong.), Congress 
adopted the price adjustment provisions for such prior sales of war-built vessels 
as corollary to the establishment of a definite pricing policy for war-built vessels 
to be disposed of after the war. As further stated in these reports, the im- 
plementation of the price adjustment policy involved the proper adjustment 
of income, expenditures, taxes, and so on, in respect of vessels acquired by such 
prior pure hases. 

Section 9 (b) of the 1946 Ship Sales Act prescribed the formula for adjust- 
ment which involves adjustment of: The cash payment and the mortgage 
indebtedness ; and trade-in allowance; interest; charter hire under charters to 
the United States up to the date of the enactment of the act; and overpayments 
or deticiencies in Federal taxes, 

Seetion 9 (e) (2) of the Ship Sales Act provided that adjustment of purchase 
price in prior sales should be made only if the applicant therefor entered into 
an agreement with the Government binding upon the citizen applicant and any 
affiliated interest, providing: (1) that the liability of the United States for use 
of the vessel on and after March 8, 1946, under any charter party with the 
United States, shall not exceed 15 percent of the statutory sales price of the 
vessel as of such date, and (2) that the liability of the United States under such 
charter party for loss of the vessel shail be determined on the basis of the 
statutory sales price as of March 8, 1946, depreciated to the date of the loss at 
the rate of 5 percent per annum. 

Section 9 (e) (3) of the Ship Sales Act further required an agreement that 
in the event the United States, prior to the termination of the May 27, 1941, 
national emergency [April 28, 1952]. uses the vessel pursuant to a taking, or 
a charter made, on or after March 8, 1946, the compensation to be paid the 
buyer shall not exceed 15 percent per annum of the statutory sales price as of 
March 8, 1946 (see. 9 (@) (3)) Section 9 (¢c) (3) no longer has application 
following the termination on April 28, 1952, of the national emergency proclaimed 
on May 27, 1941 

Applications for adjustment under section 9 with respect to a net total of 191 
vessels were approved and agreements were executed for all of these vessels. 

Section 9 (c) (2), as contrasted with other provisions relating to adjustment 
of prior sales under section 9, involves the possibilities of future transactions 
between the United States and a vessel owner in respect of vessels, the prices 
of which have been adjusted under section 9. During any national emergency or 
war, the Secretary of Commerce may requisition or acquire under section 902 
of the Merehant Marine Act, 1936, as amended, the use of vessels documented 
under the laws of the United States. In the event the Secretary does acquire 
such use of a vessel, the price of which was adjusted under section 9, the liability 
of the United States for the use or the loss of such vessel would be limited as 
provided in section 9 (ec) (2), instead of under such section 902. 

The liability of the United States for loss of the vessel under charter, where 
there has been a section 9 adjustment of the price, is to be determined on the 
basis of the statutory sales price as of the date of the enactment of the 1946 act, 
and depreciated to the date of the loss at the rate of 5 percent per annum 
Other vessels bought under the Merchant Ship Sales Act of 1946 are subject 
to the compensation provisions of section 902 of the Merchant Marine Act, 1936 

The liability of the United States for use of the vessel under charter, where 
there has been a section 9 price adjustment, shall not exceed 15 percent per 
annum of the statutory sales price under the 1946 Ship Sales Act. This cor- 
responds to the minimum charter hire rate charged under section 5 of the 1946 
act for charter of war-built vessels to citizens of the United States. How- 
ever, no such limitation was placed on charter hire to be paid by the United 
States in respect of war-built vessels sold to citizens under the 1946 act as con- 
trasted with war-built vessels price adjusted under the 1946 act. A similar 
limitation was prescribed in section 9 (c) (3), effective as to uses by the United 
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States of section 9 price adjusted vessels prior to the end of the May 27, 1941, 
national emergency [April 28, 1952], pursuant to charters made on and after 
March 8, 1946. The overlapping between subsection (c) (2) and subsection (c) 
(3) was made a moot matter by the termination of the national emergency, 
but there does remain a question as to whether the limitation in subsection (c) 
(2) was not inadvertently written to continue indefinitely in the future as to 
contracts made after March 8, 1946, in contrast with contracts made and in 
effect on March 8, 1946. 

A bill, S. 1918, 88d Congress, approved by the Senate on May 4, 1954, would 
have exempted a large number of charters retroactively from the limitation of 
subsection 9 (c) (2). We understand that the effective date of October 1, 1955, 
in the bill is inadvertently used in the bill, and that it is not desired to make 
the bill retroactive. We recommend that the bill be amended as follows: 

Page 1, line 7, strike out the date “October 1, 1955’”’ and insert in lieu thereof 
the words “the date of enactment of this proviso.” 

The bill would place the liability of the United States with respect to char- 
ter of price adjusted vessels under section 902 of the 1986 act; i. e., the same 
basis as its liability in the case of charter or loss of a war-built vessel sold under 
the Merchant Ship Sales Act of 1946. It may be noted that the Congress voted 
down a proposal to amend the bill which became the Merchant Ship Sales Act 
of 1946. to provide a special charter use and loss limitation upon vessels sold 
under the 1946 act. 

The question of policy involved in the bill is peculiarly a matter of legislative 
policy for determination by the Congress under the circumstances. We have 
no objection to your favorable consideration of the bill, amended as recom- 
mended herein, in view of the history and purpose of the provision of law pro- 
posed to be rendered inoperative as to future charters only. 

The Bureau of the Budget has advised us that there is no objection to the 
submission of this letter to your committee, but in the opinion of the Bureau of 
the Budget “it would appear that the shipowners knowingly accepted these lim- 
itations to obtain adjustments in sales price. We are inclined to believe that 
the retroactive changing of the statutory basis of contracts voluntarily entered 
into is unsound in principle.” 

Sincerely yours, 
SrnciaIrn WEEKS, 
Secretary of Commerce, 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington, D. C., March 10, 1956. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHARMAN: Your request for comments on H. R. 8352, a bill to 
amend section 9 (c) (2) of the Merchant Ship Sales Act of 1946, as amended, has 
been assigned to this Department by the Secretary of Defense for the preparation 
of a report thereon expressing the views of the Department of Defense. 

This bill would provide that provisions of existing law setting limitations on 
liability of the United States for use or loss of a vessel under a charter party 
shall not apply to any charter party executed on or after October 1, 1955. 

Charters executed by the Military Sea Transportation Service provide (under 
war risk addendum) that under certain circumstances (e. g., when acts of the 
Government vitiate insurance maintained by the owner) the Government will 
indemnify the owner for any loss, damage, or expense. Under such a provision 
the Government could conceivably be required to pay for the value of the vessel 
in the even of total loss. 

Under section 9 (c) (2) of the Merchant Ship Sales Act of 1946, as amended, 
the loss shall be determined on the basis of the statutory sales price of the vessel 
as of March 8, 1946, depreciated to the date of loss at the rate of 5 percent per 
annum. The proposed amendment would remove this limitation effective as of 
October 1, 1955, and the loss thereafter would be determined on the value of the 
vessel at the time of loss. Under present market conditions, this value is much 
higher than the value established by the act as now written. 

An amendment of the act by which the limitation on charter hire for use is 
deleted or modified probably is justified due to increases of maintenance costs, 
including increases in the replacement costs for equipment, but the same reason- 
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ing does not pertain to the value of the ship in case of total loss while under 
charter to the Government. 

It is considered that this bill is of primary concern to the Department of 
Commerce, and would only remotely affect the operations of the Department of 
Defense. 

Accordingly, the Department of the Navy on behalf of the Department of 
lefense refrains from further comment or recommendation. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget that 
there is no objection to the submission of this report on H. R. 8352 to the Congress. 

For the Secretary of the Navy. 

Sincerely yours, 
Ira H. NUNN, 
USN, Judge Advocate General of the Navy. 





{S. 3113, 84th Cong., 2d sess.] 
A BILL To amend section 9 (c) (2) of the Merchant Ship Sales Act of 1946, as amended 


Be it enacted by the Senate and House of Represntatives of the United States 
of America in Congress assembled, That section 9 (c) (2) of the Merchant Ship 
Sales Act of 1946 is hereby amended by inserting before “; and” at the end 
thereof, the following proviso: “Provided, That the provisions of this subsection 
(ec) (2) shall not apply to any such charter party executed on or after the date 
of enactment of this amendatory proviso: and the Secretary of Commerce is 
directed to modify any adjustment agreement to the extent necessary to conform 
to the provisions of this amendatory proviso.” 


(The reports on S. 3113 follow :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., May 22, 1956. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

Dear Mr. CHAIRMAN: Reference is made to your letter of May 15, 1956, enclos- 
ing copies of S. 3113, 84th Congress, 2d session, entitled “An act to amend section 
% (ec) (2) of the Merchant Ship Sales Act of 1946, as amended,” and inviting our 
views on the proposed legislation. 

S. 3113 would make inapplicable after the date of its enactment the restrictive 
limitations imposed by section 9 (c) (2) of the Merchant Ship Sales Act of 1946 
(50 U. S. C. App. 1742), upon those who purchased war-built vessels from the 
former Maritime Commission under the provisions of the Merchant Marine Act 
of 1936, as a condition for downward adjustments in the purchase prices of such 
vessels. The restrictions proposed to be removed provide, generally, that the 
Government's liability for use of the vessels shall not exceed 15 percent per annum 
of the statutory sales prices, determined as of March 8, 1946, and that compen- 
sation for the loss of such vessels while under such charter parties shall be their 
statutory sales prices, less depreciation at the rate of 5 percent per annum to the 
date of loss. The removal of these restrictions would permit the owners of these 
vessels to receive charter hire in excess of 15 percent per annum of the statutory 
sales prices and to receive just compensation under section 902 of the Merchant 
Marine Act, 1936, for their use or loss, without regard to their contractual 
agreements. 

It appears that 264 war-built vessels sold under the 1936 act were eligible to 
apply for adjustments under section 9 of the 1946 act. No applications were 
filed for section 9 adjustments on 60 of those vessels and, of the 204 applications 
received, 13 were withdrawn. Adjustment agreements have been made on the 
remaining 191 applications and each such agreement incorporated verbatim the 
provisions of sections 9 (¢) (2) and 9 (cc) (3) of the 1946 act. It may be noted 
that section 9 (¢) (3) became ineffective with the end of the national emergency 
on April 28. 1952. The reasons why no purchase price adjustments were re- 
quested on 73 of the vessels are a matter of conjecture but we suggested in our 
report of July 8, 1953, to your committee on a similar bill (S. 1918. 88d Cong.) 
that the purchasers who declined to apply therefor may have been influenced by 
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their desires not to be committed to the restrictive limitations which would be 
removed by S. 3113. Another obvious reason for a purchaser not applying for 
the section 9 adjustment would be an unfavorable balance to the operator under 
the provision of section 9 (b) (6) which requires a credit to the Government for 
its charter of the use of the war-built vessel as compared with the charter hire 
the operator would have received for the vessel it traded in. However, it is to 
be noted that not all war-built vessels necessarily involved any chartering to the 
Government subsequent to their purchase. In any event, it seems reasonable to 
speculate that if a removal of the restrictive limitations is considered equitable 
to those who applied for and received section 9 adjustments, the equities likewise 
would appear to require reestablishing for a limited time an opportunity for the 
purchasers of the 73 vessels, on which adjustments of the purchase prices were 
not made, to apply for such adjustments. 

Section 9 of the 1946 act established the formula for determining the adjust- 
ment of the sales prices of war-built vessels and specified the restrictions and 
conditions applicable thereto. The application for the adjustment was, of course, 
voluntary on the part of the purchaser. 

In summary, the matter involves weighing the unsoundness in principle of 
changing the terms of valid contracts voluntarily entered into against the inequity 
complained of by the proponents of this bill, namely, that purchasers of war- 
built vessels bought after March 8, 1946, were not required to accept the restric- 
tive limitations imposed upon those who purchased prior to that date and received 
purchase price reductions under section 9. 

Aside from the foregoing comments and information, the proposed legislation 
involves a matter of policy in which we are not directly concerned and we make 
no recommendation in the matter. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


THE SECRETARY OF COMMERCE, 
Washington, D. C., May 31, 1956. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: This letter is in reply to your request of May 15, 1956, 
for the views of this Department with respect to S. 3113, an act to amend section 
9 (c) (2) of the Merchant Ship Sales Act of 1946, as amended. 

The act, 8S. 3113, would amend section 9 (c) (2) of the Merchant Ship Sales 
Act of 1946, as amended, to provide that the provisions of subsection (c) (2) 
shall not apply to any charter party executed after the date of enactment of the 
bill, for the use by the United States of a war-built vessel purchased from the 
United States prior to the enactment of the Merchant Ship Sales Act of 1946, 
and in respect of which a price adjustment was made under section 9 of that 
act. Section 9 (c) (2) provides that the liability of the United States for the 
use of such vessel on or after March 8, 1946 (date of enactment of the act), under 
any charter party with the United States, shall not exceed 15 percent of the 
statutory sales price of the vessel as of such date and, further, that the liability 
of the United States under such charter party for loss of the vessel shall be 
determined on the basis of the statutory sales price as of March 8, 1946, depre- 
ciated to the date of loss at the rate of 5 percent per annum. 

Section 9 of the Merchant Ship Sales Act of 1946 authorized adjustments in 
the purchase price of vessels bought by citizens of the United States from the 
United States Maritime Commission during World War II. A substantial num- 
ber of such vessels were purchased, some with construction subsidy allowance 
under the Merchant Marine Act, 1936, but others at full wartime cost without 
such subsidy. As appears from the committee reports on the ship sales legisla- 
tion (S. Rept. 807, 79th Cong.;: H. Rept. 831, 79th Cong.), Congress adopted the 
price adjustment provisions for such prior sales of war-built vessels as corollary 
to the establishment of a definite pricing policy for war-built vessels to be 
disposed of after the war. As further stated in these reports, the implementa- 
tion of the price adjustment policy involved the proper adjustment of income, 
expenditures, taxes, and so on, in respect of vessels acquired by such prior 
purchases. 
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Section 9 (b) of the 1946 Ship Sales Act prescribed the formula for adjustment 
which involves adjustment of: the cash payment and the mortgage indebtedness ; 
and trade-in allowance; interest; charter hire under charters to the United 
States up to the date of the enactment of the act; and overpayments or deficien- 
cies in Federal taxes. 

Section 9 (c) (2) of the Ship Sales Act provided that adjustment of purchase 
price in prior sales should be made only if the applicant therefor entered into 
an agreement with the Government binding upon the citizen applicant and any 
affiliated interest, providing: (1) That the liability of the United States for use 
of the vessel on and after March 8, 1946, under any charter party with the United 
States, shall not exceed 15 percent of the statutory sales price of the vessels as 
of such date; and (2) that the liability of the United States under such charter 
party for loss of the vessel shall be determined on the basis of the statutory sales 
price as of March 8, 1946, depreciated to the date of the loss at the rate of 5 
percent per annum. 

Section 9 (c) (8) of the Ship Sales Act further required an agreement that 
in the event the United States, prior to the termination of the May 27, 1941, 
national emergency (April 28, 1952), uses the vessel pursuant to a taking, or a 
charter made, on or after March 8, 1946, the compensation to be paid the buyer 
shall not exceed 15 percent per annum of the statutory sales price as of March 8, 
1946 (sec. 9 (c) (3)). Section 9 (c) (3) no longer has application following 
the termination on April 28, 1952, of the national emergency proclaimed on May 
27, 1941. 

Applications for adjustment under section 9 with respect to a net total of 191 
vessels were approved and agreements were executed for all of these vessels. 

Section 9 (c) (2), as contrasted with other provisions relating to adjustment 
of prior sales under section 9, involves the possibilities of future transactions 
between the United States and a vessel owner in respect of vessels, the prices of 
which have been adjusted under section 9. During any national emergency or 
war, the Secretary of Commerce may requisition or acquire under section 902 
of the Merchant Marine Act, 1936, as amended, the use of vessels documented 
under the laws of the United States. In the event the Secretary does acquire 
such use of a vessel, the price of Which was adjusted under section 9, the liability 
of the United States for the use or the loss of such vessel would be limited as 
provided in section 9 (c) (2), instead of under such section 902. 

The liability of the United States for loss of the vessel under charter, where 
there has been a section 9 adjustment of the price, is to be determined on the 
basis of the statutory sales price as of the date of the enactment of the 1946 act, 
and depreciated to the date of the loss at the rate of 5 percent per annum. Other 
vessels bought under the Merchant Ship Sales Act of 1946 are subject to the 
compensation provisions of section 902 of the Merchant Marine Act, 1936. 

The liability of the United States for use of the vessel under charter, where 
there has been a section 9 price adjustment, shall not exceed 15 percent per 
annum of the statutory sales price under the 1946 Ship Sales Act. This corre- 
sponds to the minimum charter hire rate charged under section 5 of the 1946 
act for charter of war-built vessels to citizens of the United States. However, 
no such limitation was placed on charter hire to be paid by the United States in 
respect of war-built vessels sold to citizens under the 1946 act as contrasted with 
war-built vessels price adjusted under the 1946 act. A similar limitation was 
prescribed in section 9 (c) (38), effective as to uses by the United States of 
section 9 price adjusted vessels prior to the end of the May 27, 1941, national 
emergency [April 28, 1952], pursuant to charters made on and after March 8, 
1946. The overlapping between subsection (c) (2) and subsection (c) (3) was 
made a moot matter by the termination of the national emergency, but there 
does remain a question as to whether the limitation in subsection (c) (2) was 
not inadvertently written to continue indefinitely in the future as to contracts 
made after March 8, 1946, in contrast with contracts made and in effect on 
March 8, 1946. 

The bill would place the liability of the United States with respect to charter 
of price adjusted vessels under section 902 of the 1936 act; i. e., the same basis 
as its liability in the case of character or loss of a war-built vessel sold under 
the Merchant Ship Sales Act of 1946. It may be noted that the Congress voted 
down a proposal to amend the bill which became the Merchant Ship Sales Act 
of 1946, to provide a special charter use and loss limitation upon vessels sold 
under the 1946 act. 

The question of policy involved in the bill is peculiarly a matter of legislative 
policy for determination by the Congress under the circumstances. We have no 
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objection to your favorable consideration of the bill, in view of the history and 
purpose of the provision of law proposed to be rendered inoperative as to future 
charters only. 

The Bureau of the Budget has advised us that there is no objection to the 
submission of this report to your committee, but in the opinion of the Bureau of 
the Budget “it would appear that the shipowners knowingly accepted these 
limitations to obtain adjustments in sales price. We are inclined to believe that 
the retroactive changing of the statutory basis of contracts voluntarily entered 
into is unsond in principle.” 

Sincerely yours, 
SINCLAIR WEEKS 
Secretary of Commerce. 


STATEMENT OF HERBERT R. 0’CONOR, WASHINGTON COUNSEL OF 
THE AMERICAN MERCHANT MARINE INSTITUTE 


Mr. O’Conor. May I be permitted to file for the record this state- 
ment evidencing the support of the American Merchant Marine Insti- 
tute of this bill, and to introduce Mr. Leslie C. Krusen, who is actively 
identified with this legislation and is a highly respected member of 
the bar of Philadelphia / 

Mr. Bonner. Without objection, the statement will be inserted in 
the record at this point. 

(The statement referred to is as follows:) 


STATEMENT OF HERBERT R. O’CoNorR, WASHINGTON COUNSEL, AMERICAN MERCHANT 
MARINE INSTITUT! 


My name is Herbert R. O’Conor. I am Washington counsel for the American 
Merchant Marine Institute, whose members’ fleets constitute a substantial portion 
of all categories of American-flag shipping, dry cargo, passenger, and tanker 
vessels. 

We request the favorable consideration of this subcommittee of H. R. 8352, a 
bill introduced by Congressman Edward A. Garmatz, of Maryland, for the purpose 
of correcting an obvious and apparently unintended discrimination against those 
persons who purchased war-built vessels prior to the enactment of the Merchant 
Ship Sales Act of 1946. The counterpart in the Senate of the Garmatz bill, 
S. 3113, has recently been passed unanimously by the Senate after a favorable 
report was made (also unanimously) by the Senate Interstate and Foreign 
Commerce Committee. 

Certain facts stand out as supporting the proposal now being discussed. Upon 
end of World War II, American shipowners were encouraged by the then Mari- 
time Commission to purchase surplus war-built vessels. When the Merchant 
Ship Sales Act, establishing sales prices and terms for such disposal, was under 
consideration, the present section 9 of that act was developed for the purpose 
of making the more favorable prices and terms provided by that act applicable 
to the transactions which had earlier taken place. It is clear, therefore, that 
section 9 was designed to place prior purchases on the same basis as purchases 
under the act. This purpose was not, however, fully accomplished by this 
section. 

It is to be noted that by the provisions of section 9 as it now stands, those who 
purchased a vessel prior to March 8, 1946, but not those who happened to buy after 
that date, have been required to agree that the payment for vessel use( bareboat 
charter) by the Government in the event of any future use by it of the ships in 
question shall not exceed 15 percent per annum of the statutory sales price. 
Furthermore, the section stipulates that the liability of the Government in the 
event of less under such a charter shall be limited to the statutory sales price 
depreciated to the date of loss. 

In the light of the legislative history of the Ship Sales Act, it is impossible for 
us to believe that Congress intended to require those who purchased ships be- 
fore the effective date of the act to waive their right to just compensation. 
When the ship sales bill was being considered by Congress, both the Senate 
anl the House committees recommended substantiaily similar clauses in other 
sections of the bill which would have restricted charter hire payments to all 
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purchasers of vessels under the act. In each case, after floor debate, which 
was lk ie “l by objections to the curtailment of the right to just compensation 
and ¢ lative objections to the giving of greater rights to foreign purchasers, 
the re satel tive provisions were eliminated. However, attention was not focused 
upon the similar provisions of section 9, and the restrictions applicable to prior 
purchasers remained in the bill. Accordingly, anyone, either American or foreign, 
who purchased his vessel subsequent to the act is not restricted in respect of the 
ultimate value of his property, whereas a person who voluntarily risked his own 
capital to purchase a vessel before the passage of the act is now subject to a 
punitive limitation. 

Clear indication of the congressional intent is found in section 6 (b) of the 
Ship Sales Act, which provides that no war-built vessel shall be sold to a non- 
citizen “upon terms or conditions more favorable than those at which such war- 
built vessel is offered to a citizen of the United States.” We submit that it is 
clearly unjust and discriminatory that an American citizen who purchased a 
vessel prior to the act should be deprived of just compensation under the con- 
stitution while his foreign competitor would have no limitation whatsoever put 
upon his ship. 

In light of what we believe was the true intent of Congress and the obvious 
inequity which now exists, we earnestly recommend that H. R. 8352 be enacted. 

With this brief preliminary statement, it is our distinct pleasure to invite this 
committee’s attention to the views of Mr. Leslie C. Krusen, a distinguished at- 
torney of Philadelphia, Pa. Mr. Krusen, who is here present and prepared to 
testify, is exceptionally well-informed on all phases of this technical subject. 
It is no exaggeration to say that he is preeminent in his understanding and grasp 
of section 9 of the Merchant Ship Sales Act. Therefore, he will present to you 
first-hand and helpful information in regard to all phases of this issue. 

The American Merchant Marine Institute endorses and approves, in every 
respect, the views and conclusions which Mr. Krusen is now ready to express. 


Mr. Bonner. You may proceed, Mr. Krusen. 


STATEMENT OF LESLIE C. KRUSEN, REPRESENTING CHAS. KURZ 


& CO., INC., PACO TANKERS, INC., AND KEYSTONE TANKSHIP 
CORP. 


Mr. Krusen. My name is Leslie C. Krusen. I am appearing here 
as counsel for, and an officer and director of Chas. Kurz & Co., Inc., 
and as counsel for Paco Tankers, Inc., and Keystone Tankship Corp. 
These are long-established American companies which own and 
operate United States-flag tankers. 

The purpose of my appearance is to advocate the enactment of 
H. R. 8352 which would amend subsection 9 (¢ ) (2) of the Merchant 
Ship Sales Act of 1946. A bill to accomplish the same purpose was 
passed by the Senate in this session of Congress (S. 3113, 84th Cong.). 

Section 9 of the Ship Sales Act provides for an adjustment of price 
of a war-built vessel purchased from the Government prior to the date 
of enactment. Under the terms of section (c) (2) the applicant- 
company was required to enter into a contract agreeing that if the 
vessel is ever used by the United States under a “charter party, the 
charter hire must be limited to 15 percent of the statutory sales price 
of the vessel, and if the vessel be lost during such use, the indemnity 
payable by the Government woul be limited to the statutory sales 
price depreciated to the date of loss. 

Purchasers of similar vessels purchased after the date of enact- 
ment, whether citizens or foreigners, were not required to sign such 
an agreement, and are not subject to such a limitation on the use and 
value of their property. 

When the Ship Sales Act first reached the floor of the House and 
the Senate, it contained a section (sec. 12) which would have placed 
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the same limitation on those purchasers who acquired similar vessels 
at the statutory sales price subsequently to the date of enactment. 
As the result of the debate which followed with respect to this section 
(pertinent excerpts from which are attached hereto), section 12 was 
stricken from the act. This means that purchasers, including non- 
citizens, who acquired title to vessels after the passage of the Ship 

Sales Act, are entitled to “just compensation” for the use or taking 
of the property; whereas citizens who purchased an exactly similar 
vessel prior to passage of the Ship Sales Act are denied “just com- 
pensation. 

We contend that this creates a denial of equal treatment to those 
persons who, by taking the adjustment, were supposed to have been 
placed in the same position as subsequent purchasers. In view of the 
legislative history, and the conflicting provisions of the act, it seems 
evident that the result was due toa legislative oversight in failing to 
strike the discriminatory language from section 9 (c) (2) at the same 
time section 12 was eliminated. 

To illustrate the position, I shall briefly outline the history of the 
pertinent transactions involved in the adjustments obtained by Chas. 
Kurz & Co., Inc., and by Paco Tankers, Inc. Keystone Tankship 
Corp. accepted its adjustment a little earlier than the foregoing com 
panies, but the principles applicable to it are the same; and in fact 
every company which accepted adjustment is subject to the same 
discrimination of which we complain. 

Prior to, and during the war, the vessels of our companies were 
taken by the United States for war use. Some of these were new 
vessels which had just been completed, and others were requisitioned 
for title as they were completed. The Maritime Commission desired 
that the T-2 tankers, which were being delivered in large quantities, 
should be acquired by experienced shipping companies, and Commis- 
sioners Land and Vickery requested us to participate in this program. 

We foresaw that at the end of the war, the Government would dis- 
pose of its war-built vessels; that competitors or opportunists might 
then acquire similar vessels at sacrifice prices, hence that the higher 
investment in our vessels would put us at a competitive disadvantage. 
We asked the Commission to assure us that if we bought these vessels 
we would be enitled to an adjustment of price if similar vessels were 
subsequently sold to others at lower prices. 

Counsel for the Commission rules that it was beyond the power of 
the Commission to make such an assurance; but we worked out with 
them and put in each of our private-purchase contracts, a clause 
which provided, in effect, that our voluntary purchase of the vessels 
at war prices would not foreclose our rights to any subsequent price 
adjustment. 

Subsequently T-2 tankers were pure thased from the Maritime Com- 
mission as follows: Chas. Kurz & Co., Inc., purchased 2; Paco Tankers, 
Inc., in 1943, purchased 5; Keystone Tankship Corp., in 1942, pur- 
chased 5. The vessels were purchased at the full war-time price, aver- 
aging about $2,850,000. 

At the end of the war it became evident that the sale of vessels at re- 
duced prices, which we had feared, would become a reality. We dis- 
cussed with the Maritime Commission the inclusion of an adjustment 
section in any legislation authorizing the sale of vessels. Our indus- 
try proposed and expected that the adjustment wiuld be very sim- 
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ple—prior purchasers would receive, as a refund, or as a credit against 
any mortgage on the vessel to the United States, the difference be- 
tween the statutory sales price applicable to the specific vessel and 
the full war price which the prior purchaser had paid, less deprecia- 
tion allowable to the purchaser from the date of acquisition to the date 
of enactment. Congress instead adopted the complicated section 9 
formula under which the final amount of the adjustment is deter- 
mined by the difference between certain adjustments charged against 
the Government and certain adjustment charged against the purchaser. 

The difference between those two is what we were paid. That was 
the net adjustment. 

Section 9 (b) provides that the adjustment— 

shall be made by treating the vessel as if it were being sold to the applicant on 
the date of enactment of this act and not before that time. 
It is generally conceded that the purpose of the adjustment was to 
place prior and subsequent purchasers on an equal basis. If we con- 
cede (and we do not) that it reaches this result from a financial stand- 
point, it nevertheless discriminates because section 9 (c) (2) requires 
the prior purchaser to accept a restriction on the right to “just com- 
pensation” for its property, whereas the subsequent “purchaser is not 
re quired to be subject to such restriction. 

We do not propose to complain here of the fairness of the adjust- 
ment under section 9. However, we want to dispel the idea that 
tanker owners received a windfall and in fact that they were even 
restored to the same position as the subsequent purchasers. While 
the circumstances varied with different vessels, we think the following 
figures, which apply to the adjustment on the T-2 tanker Gaines Mill, 
are illustrative of our point. These figures have been rounded off 
for convenience but are substantially accurate. 


Original war-purchase price, about_ a bes ca nies na anid ea ictapemehxess de! My a 


Depreciation at 5 percent per annum ‘to di ite of UE i ci 420, 000 
Net adjustment awe by the Commission under sec. 9_____-__~- eo 193, 000 


Actual cost of vessel as of date of enactment (our actual book v alue y. 2,222, 000 


Statutory sales price as of date of enactment____--___-_-__-_~-~-. caanteet | Mg AG ONES 


The foregoing figures illustrate our contention that the subsequent 
purchaser obtained a similar vessel for approximately $450,000 less 
than the prior purchaser; and further that the Government actually 
realized approximately $450,000 more for the vessel sold to the prior 
purchaser. 

In the hearings before the House on H. R. 7065, the Maritime 
Administration submitted a statement (report of hearings, p. 18), 
which is based on its own interpretation of the section, and which 
is completely misleading. This statement indicates that the gross 
adjustment in the case of each of the vessels of Chas. Kurz & Co., 
Inc., was approximately $1,070,000. It fails to show that from the 
gTross adjustment were deducted the charges against the company 
which reduced the net adjustment, in the case of the Gaines Mill, 
to $193,000, and in the case of the Wil S prin g,toa slightly smaller 
amount. The net adjustment was the sell benefit obtained by the 
owner. The interpretation placed on the adjustment section by the 
Maritime Administration, formed the basis for the determination 
by the Treasury Department of the resulting tax basis of the adjusted 
vessel. This interpretation has recently been repudiated as a matter 
of law by the United States District Court for the District of New 
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Jersey. This decision supports our view of the legal effect of the 
adjustment, but since it relates only to the resulting tax base of the 
vessel, it does not afford us any relief on the question of discrimination 
here involved. 

We are advised that at least one branch of the Government has 
opposed the idea of this bill on the basis that the parties voluntarily 
accepted the adjustment and entered into a contract subjecting them- 
selves to the provisions of section 9 (c) (2). We think the fact indi- 
‘ates that we had little choice in the matter. 

The determination of the rules under which the adjustments were 
to be processed, and the processing of them, occupied a long period of 
time and a great deal of argument. During all this time we never 
varied our position that section 9 (¢) (2) was discriminatory and a 
denial of equal treatment unless confined to charter parties entered 
into prior to the date of enactment; that it was never intended to be 
effective as to future charter parties or takings. When the Maritime 
Administration finally offered us adjustments, we refused to accept. 
Together with other industry representatives we made it clear that if 
we did not obtain a favorable ruling on this point, an effort would be 
made to have corrective legislation introduced. Finally by letter of 
April 21, 1953, the Maritime Administration ruled that the applica- 
tion of section 9 (c) (2) could not be confined to charter parties entered 
into prior to the date of enactment, but would apply generally to all 
future charter parties and all future takings. S. 1918 and H. R. 7065 
were introduced in the 83d Congress promptly after the receipt of that 
opinion, for the same purpose as 8. 3113, passed by the Senate May 9, 
1956, and H. R. 8352 now under consideration. 

Meanwhile the Maritime Administration was anxious to conclude 
its adjustments and it continually placed pressure on us to accept the 
adjustments; which carried with it the necessity for signing the stand- 
ard form of contract, or of withdrawing the application and losing 
the adjustment. We refused to sign the contracts unless we received 
an assurance that our execution thereof would not be deemed to be a 
voluntary acceptance of the restriction under section 9 (c) (2) and 
9 (c) (3). 

In October 1953, the administration notified Kurz and Paco that 
they must accept the protfered contracts or withdraw the applications 
for adjustment. W . then returned the contracts with letters reserv- 
ing our rights; which the administratio n refused to accept. After 
more argument and « a e, in November 1953 the administra- 
tion submitte d supplemen t No. 1 to the adjustment contracts contain- 
ing the following clause: 

After due consideration of your proposed agreement, supplement to said con- 
tract MA-—409, we have decided to agree with you that, notwithstanding the 
agreement contained in paragraphs 2 and 3 of said Contract MA—409, execution 
of said contract MA—409 is not to be held to impair your condition if subsections 
(c) (2) and (e) (3) of said section 9 should hereafter be declared to be un 
constitutional by the decision of a court of competent juris = tion which has 


become final, nor to bar your rights, if any, under any future legislation amending 
said subsections (¢c) (2) and (C) (3) which is expressly aaa retroact to 
cover executed agreements under said section 9 * * * 


On the basis of this assurance we then a ‘cept d and completed the 
adjustments 

No criticism of the Maritime Commission or Maritime Administra- 
tion is to be implied from any of the related circumstances. We think 
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they were endeavoring to enforce, as advocates of the Government, the 
conflicting provisions of a diflicult piece of legislation. 

The following conclusions must inevitably be drawn from the 
foregoing history : 

1. Section 9 (c) (2) is in conflict with the stated principle of sec- 
tion 9 (b), which provides that the adjustment “shall be made by 
treating the vessel as if it were sold on the date of enactment and not 
before that time.” Vessels sold on or after the date of enactment 
were not subje ct to the restrictions of 9 (¢c) (2). 

2. Section 9 (c) (2) is in conflict with the provisions of section 6 (b) 
of the Ship Sales Act which provides that no war-built vessel shall 
be sold to a noncitizen “upon terms or conditions more favorable than 
those at which such war-built vessel is offered to a citizen of the 
United States.” 

3. Not only did we fail to receive a “windfall” under the adjust- 
ment but in fact the adjustment fell far short of its objective of 
placing us on an equal plane with subsequent purchasers. 

The requirement that we must as a condition to receiving the 
—— nt to which we “are entitled” (sec. 9 (a) ) assume restrictions 
to which subsequent purchasers are not subject is repugnant to the 
idea of the adjustment, and is a denial of equal treatment to citizen- 
purchasers. 

We endeavored to protect our rights beginning with the date of 
purchase of the ships. Acceptance of the adjustment was based upon 
the compulsive factor that unless we accepted upon the proffered basis, 
the adjustments would be lost entirely. This was far from a free choice. 

The wording of S. 3113 and H. R. 8352 has been modified and 
simplified as compared to prior versions of proposed legislation. We 
are in agreement that the bill shall have no retroactive effect the 
present bills so provide. This meets the contention of the Maritime 
Commission that any equities which may have arisen between the date 
of enactment of the Ship Sales Act and the date of enactment of this 
amendment should not be disturbed. 

In conclusion we submit that in the event our vessels should be used 
or taken by the Government at some future time, we should be entitled 
to the same just compensation as the owner of vessels purchased sub- 
sequently to the date of enactment. We believe that the present post- 
tion of which we complain resulted from an oversight in the final 
form of the Ship Sales Act, and that Congress never intended to deny 
to prior purchasers, such as ourselves, the right to obtain just 
compensation. 

I would like to have included in the record excerpts from the 
Congressional Record which are attached. 

Mr. Bonner. Without objection, they will be inserted in the record 
at this point. 

(The excerpts referred to are as follows :) 


EXTRACTS From CONGRESSIONAL RECORD 
SENATORS GREEN AND HART 


Mr. Green. I do not understand the Senator from Connecticut in his statement 
that a cloud on the title could possibly occur. The cloud exists on the title when 
the purchase is made. The cloud may clear later, or may descend in a deluge. 
But the cloud is on the title when the purchaser buys the ship, is it not? 


Mr. Harr. I think that the Senator is getting into weather conditions that need 
not concern us very much 














AMEND SECTION 9 (C) (2) MERCHANT SHIP SALES ACT 13 


Mr. GrEen. I think they should concern us a great deal. This is one illustra- 
tion of how the American citizen is to be placed at a disadvantage, when purchas- 
ing ships, in comparison with the foreigner. It is one of those phases of this very 
confusing legislation to which I object. I understand that the Senator from 
Maryland, who has charge of the bill, agrees with me that the bill would be better 
off without containing section 12. I wonder whether he would be willing to 
accept an amendment striking out section 12. 

* * ok ~ ” * « 

Mr. GREEN. I invite the attention of the Senator from Maryland to the incon- 
sistency between section 12 and section 6 (b). * * * Omitting the latter part of 
subsection (b), it reads: 

“Notwithstanding any other provision of law, no war-built vessel shall be sold 

to any person not a citizen of the United States, * * * upon terms or conditions 
more favorable than those at which such war-built vessel is offered to a citizen of 
the United States.” 
Section 12, in its terms, violates that section. It seems to me that, although the 
Senator from Maryland has undertaken to take charge of this bill on the floor, he 
should not be obliged to defend inconsistent provisions, and refuse to accept an 
amendment which would correct them. 


REPRESENTATIVE HALE OF MAINE 


Mr. Chairman, section 12 of the bill as drawn represents what I think is a 
elumsy and ill-conceived attempt to circumvent that provision of the Constitution 
which provides that when the United States takes under eminent domain my 
property or the property of any other citizen it shall pay just compensation 
Under the provisions of section 12 as drawn, the right to just compensation is 
modified only for a period of 5 years. Under the proposed committee amendment, 
there purports to be a perpetual inhibition running with the ship, an inhibition on 
the automatic operation of the Constitution when the United States requisitions 
the ship. For that provision of the Constitution is substituted the provision of sec- 
tion 802 of the Merchant Marine Act of 1936. That is a restriction running with 
the title of the vessel. I appeal to the Members of this House who are members 
of the legal profession that restrictive covenants running with chattels are not a 
very wholesome legislative precedent. In this particular case this restrictive 
covenant plainly contradicts the provision of section 6 (b) of the bill which pro- 
vides that no foreign purchaser shall get a ship on terms or conditions more 
favorable than the citizen. Now, a foreign purchaser who takes one of these 
ships, of course, has no obligation ever to turn it in to the United States. He gets 
a clear title whereas our citizens get a title clouded with the necessity possibly 
of having to surrender his ship under the artificial provisions of this restriction. 
I think the effect of this restriction will be to drive vessels under foreign flags. 
But at any rate this is an attempt to circumvent the Constitution of the United 
States, and I believe it is morally wrong. 

Section 12 of the act represents an attempt to provide for the compensation 
to be paid to the owner of these war-built ships in the event they are reacquired 
by the United States for use in some future national emergency. I myself think 
that the provisions of section 12 represent a clumsy and ill-conceived attempt 
to evade the spirit of that provision of the Federal Constitution which recognizes 
the right of a man to full compensation for whatever the Government takes away 
from him under the right of eminent domain. Under section 12 the price which 
an owner has paid for a war-built ship is conclusively adjudged to be the value 
of the ship in his hands. This provision is of very little value to the United 
States as the assumed value of the ship may change with every sale, and it 
may discriminate harshly against an owner who buys at a low figure. Under 
some conditions a ship may appreciate in value in terms of dollars and cents 
and we must remember that the purchasing power of the American dollar is 
likely to fluctuate even more violently in the future than it ever bas in the 
past. As the appropriate time I expect to offer an amendment which will 
strike section 12 from the bill. I believe that other amendments will be offered 
to it. 


REPRESENTATIVE HERTER, OF MASSACHUSETTS 


Mr. Chairman, I hope very much that this amendment will not be adopted. 
The question was debated in the committee for many, many months. We went 
through a great many different phases of it. In effect, what it does is this- 
You or I buy a ship under this Ship Sales Act. Every year, if the Government 
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wants to take that ship back it is worth to you 5 percent less than it was the 
year before. At the end of 20 years, no matter in which condition you have 
kept that ship, no matter what you have done to maintain it in good order, 
the Government can take it away from yoy and you will get no compensation 
for it whatsoever. A ship that may be built under the Merchant Marine Act 
or shortly after the ship sales bill goes into effect will not have that same re- 
striction applied to it. 

In considering the matter, there were many of us who felt that the principle 
of just compensation for property taken by the Government ought not to be 
violated in this bill. We were willing to compromise on a 5-year basis so that 
within a 5-year period if a person bought a ship under this bill the Government 
could recapture and he could not make any profit out of that recapture. But 
for the Government to say in perpetuity that it has the right to buy that ship 
from a man at any time for a fixed and arbitrary price regardiess of conditions 
the world over, seems to me to be legislating 20 years ahead. It seems to me 
to be legislating for the future and legislating in a way which will make the 
purchase of ships under this bill very much less desirable. It may, in fact, 
militate to a very great extent against a sound merchant marine. 


REPRESENTATIVE BUCK, OF NEW YORK 


The bill before you, however, provides for sales of ships to foreigners, as well 
as to citizens of the United States. Obviously, a sale to a foreigner is final. 
There can be no compulsory reacquisition by the United States. Thus, a foreigner 
buying a ship at the low price to which he is entitled to under the bill would 
reap an astronomical profit were he to resell to the United States should our 
country become involved in another great war, which God forbid. Under the 
terms of section 12, as written, the Government is protected against such a price 
rise as to ships sold to a citizen for a period of 5 years. The amendment to 
section 12 adopted by the committee last Friday extended that protection as 
against American purchasers for the life of the ship. The Merchant Marine 
Act of 1936 and the present bill have for their purposes the fostering and de- 
velopment of the American merchant marine, yet here is a proposed amendment 
which discriminates, not against foreign buyers but against American buyers. 
It denies to American purchasers the profits which accrue to foreign purchasers 
under a new emergency. It is discriminatory against our own people. 

Mr. Krusen. I would also like to call the committee’s attention to 
the fact that whereas this bill provides that amendments shall become 
effective and after a date—I do not have it before me—but it is some 
time in October 1955—that was simply put in as a nominal date. <Ac- 
tually, what we ask is to have the amendments become effective from 
the effective date of the amendment instead of having some artificial 
date in there. 

Mr. Bonner. Thank you very much. 

Che meeting will now adjourn. 

(Whereupon the meeting closed.) 

















AMENDING SECTION 9 (e) (2) OF THE MERCHANT SHIP 
SALES ACT OF 1946 


THURSDAY, JUNE 14, 1956 


Hovuses or REPRESENTATIVES, 
SUBCOMMITTEE ON MercHANT MARINE OF THE 
COMMITTEE ON MrercHANT MARINE AND FISHERIES, 
Washington, D.C. 
The subcommittee met at 10 a. m., Hon. Herbert C. Bonner (chair- 
man of the subcommittee) presiding. 
Mr. Bonner. The committee will come to order. We will take up 
H. R. 8352 and S. 3113. 
The first witness will be Admiral Ford. 


STATEMENT OF REAR ADM. WALTER C. FORD, DEPUTY MARITIME 
ADMINISTRATOR 


Admiral Forp. Gentlemen; the bill, H. R. $352, and the act, S. 3113, 
would amend section 9 (c) (2) of the Merchant Ship Sales Act of 
1946, as amended, to provide that the provisions of subsection (0) 
(2) shall not apply to any charter party executed after October 1, 
1956 (H. R. 8352), or date of enactment (S. 3113), for the use by the 
United States of a war-built vessel purchased from the United States 
prior to the enactment of the Merchant Ship Sales Act of 1946, and 
in respect of which a price adjustment was made under section 9 of 
that act. Section 9 (c) (2) provides that the liability of the United 
States for the use of such vessel on or after March 8, 1946 (date of en- 
actment of the act), under any charter party with the United States, 
shall not exceed 15 percent of the statutory sales price of the vessel as 
of such date and, further, that the liability of the United States under 
such charter party for loss of the vessel shall be determined on the 
basis of the statutory sales price as of March 8, 1946, depreciated to 
the date of loss at the rate of 5 percent per annum. 

Section 9 of the Merchant Ship Sales Act of 1946 authorized ad- 
justments in the purchase price of vessels bought by citizens of the 
United States from the United States Maritime Commission during 
World War II. A substantial number of such vessels were pur- 
chased, some with construction subsidy allowance under the Mer- 
chant Marine Act, 1936, but others at full wartime cost without such 
subsidy. As appears from the committee reports on the ship sales 
legislation (S. Rept. No. 807; 79th Cong.; H. Rept. No. 831, 79th 
Cong.), Congress adopted the price adjustment provisions for such 
prior sales of war-built vessels as corollary to the establishment of a 
definite pricing policy for war-built vessels to be disposed of after the 
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war. As further stated in these reports, the implementation of the 
price adjustment policy involved the proper adjustment of income, 
expenditures, taxes, and so on, in respect of vessels acquired by such 
“prior” purchases. 

Section 9 (b) of the 1946 Ship Sales Act prescribed the formula 
for adjustment which involves adjustment of: The cash payment and 
the mortgage indebtedness; and trade-in allowance; interest ; charter 
hire under charters to the United States up to the date of the en- 
actment of the act; and overpayments or deficiencies in Federal taxes. 

Section 9 (c) (2) of the Ship Sales Act provided that adjustment 
of purchase price in prior sales should be made only if the applicant 
therefor entered into an agreement with the Government binding upon 
the citizen applicant and any affiliated interest, providing: (1) that 
the liability of the United States for use of the vessel on and after 
March 8, 1946, under any charter party with the United States, shall 
not exceed 15 percent of the statutory sales price of the vessels as of 
such date, and (2) that the liability of the United States under such 
charter party for loss of the vessel shall be determined on the basis 
of the statutory sales price as of March 8, 1946, depreciated to the date 
of the loss at the rate of 5 percent per annum. 

Section 9 (c) (8) of the Ship Sales Act further required an agree- 
ment that in the event the United States, prior to the termination of 
the May 27, 1941, national emergency (April 28, 1952), uses the ves- 
sel pursuant to a taking, or a charter made, on or after March 8, 
1946, the compensation to be paid the buyer shall not exceed 15 percent 
per annum of the statutory sales price as of March 8, 1946, section 
9 (c) (3). Section 9 (c) (3) no longer has application following the 
termination on April 28, 1952, of the national emergency proclaimed 
on May 27, 1941. 

Applications for adjustment under section 9 with respect to a net 
total of 191 vessels were approved and agreements were executed for 
all of these vessels. 

Section 9 (c) (2), as contrasted with other provisions relating to 
adjustment of prior sales under section 9, involves the possibilities of 
future transactions between the United States and a vessel owner in 
respect of vessels, the prices of which have been adjusted under sec- 
tion 9. During any national emergency or war, the Secretary of 
Commerce may requisition or acquire under section 902 of the Mer- 
chant Marine Act, 1936, as amended, the use of vessels documented 
under the laws of the United States. In the event the Secretary does 
acquire such use of a vessel, the price of which was adjusted under 
section 9, the liability of the United States for the use or the loss of 
such vessel would be limited as provided in section 9 (c) (2), instead 
of under such section 902. 

The liability of the United States for loss of the vessel under charter, 
where there has been a section 9 adjustment of the price, is to be deter- 
mined on the basis of the statutory sales price as of the date of the 
enactment of the 1946 act, and depreciated to the date of the loss at 
the rate of 5 percent per annum. Other vessels bought under the 
Merchant Ship Sales Act of 1946 are subject to the compensation 
provisions of section 902 of the Merchant Marine Act, 1936. 

The liability of the United States for use of the vessel under charter, 
where there has been a section 9 price adjustment, shall not exceed 








AMEND SECTION 9 (C) (2) MERCHANT SHIP SALES ACT 17 


15 percent per annum of the statutory sales prices under the 1946 
Ship Sales Act. This corresponds to the minimum charter hire rate 
charged under section 5 of the 1946 act for charter of war-built vessels 
to citizens of the United States. However, no such limitation was 
placed on charter hire to be paid by the United States in respect of 

war-built vessels sold to citizens under the 1946 act, as contrasted with 
war-built vessels, price adjusted, under the 1946 act. A similar lim- 
itation was prescribed in section 9 (c) (3), effective as to uses by the 
United States of section 9 price-adjusted vessels prior to the end of 
the May 27, 1941, national emergency (April 28, 1952), pursuant to 
charters made on and after March 8, 1946. The overlapping between 
subsection (c) (2) and subsection (c) (3) was made a moot matter 
by the termination of the national emergency, but there does remain 
a question as to whether the limitation in subsection (c) (2) was not 
inadvertently written to continue indefinitely in the future as to con- 
tracts made after March 8, 1946, in contrast with contracts made and 
in effect on March 8, 1946. 

The bill would place the liability of the United States, with respect 
to charter of price-adjusted vessels under section 902 of the 1936 act; 
that is, the same basis as its liability in the case of charter or loss of 
a war-built vessel sold under the Merchant Ship Sales Act of 1946. 
It may be noted that the Congress voted down a proposal to amend 
the bill which became the Merchant Ship Sales Act of 1946, to pro- 
vide a special charter use and loss limitation upon vessels sold under 
the 1946 act. 

The question of policy involved in the bill is peculiarly a matter 
of legislative policy for determination by the Congress under the 
circumstances. We have no objection to your favor: able consideration 
of the bill, amended as provided in S. 3113 (to be effective as to char- 
ters made after date of enactment), in view of the history and pur- 
pose of the provision of law proposed to be rendered inoperative as 
to future charters only. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this testimony to your committee, but in the 
opinion of the Bureau of the Budget— 
it would appear that the shipowners knowingly accepted these limitations to 
obtain adjustments in sales price. We are inclined to believe that the retroac- 
tive changing of the statutory basis of contracts voluntarily entered into is 
unsound in principle. 

Mr. Bonner. Just what is proposed here in brief ? 

Admiral Forp. Mr. Ackerson will speak to that, Mr. Chairman. 


STATEMENT OF E. J. ACKERSON, ASSISTANT GENERAL COUNSEL 


Mr. Acxerson. It is proposed in this legislation that owners or 
a of vessels from the Maritime Commission during World 

‘ar II, who purchased those vessels before there was a Merchant 
Ship Sales Act of 1946, and who received adjustments of the price 
under the 1946 act when it was enacted, should now be relieved from 
certain agreements that they entered into when they received those 
price adjustments. 

Mr. Bonner. They received the price adjustments after the 1946 
act became law ? 

Mr. Acxrrson. That is right. 
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Mr. Bonner. They agreed to the adjustment then ? 

Mr. Acxrrson. Yes, sir. They agreed, according to section 9 (c) 
(2) as it has been interpreted in the Maritime Administration, they 
agreed that if the vessel was used after the enactment of the Ship Sales 
Act, the charter hire paid by the United States for the use of the vessel 
should not exceed 15 percent of the statutory sales price: and, further, 
that if the vessel were lost while it was being used by the United States, 
they would be paid the statutory sales price of that vessel depreciated 
5 percent per year up to the time of the loss. 

Mr. Bonner. We chartered the vessel from the owner during 
the war? 

Mr. Acxerson. Yes; they were used during the war, also. 

Mr. Bonner. And they made the agreement themselves at that time ? 

Mr. Ackxerson. That is correct ; they did. 

Mr. Bonner. Now what do they want to do? 

Mr. Ackrrson. Now in the event of any future agreement, in the 
event that the United States would use any of these price adjusted 


vessels after the enactment of this legislation, then they would not be 
bound any more. 


Mr. Bonner. In what way would you use them ? 

Mr. Ackrrson. If the United States would charter the vessels for 
use, for example, as they did during the Korean emergency for use in 
military operations. 

Mr. Bonner. Then they would revert to all the provisions stated 
therein ¢ 

Mr. Ackerson. I don’t quite understand that. 

Mr. Bonner. What would happen ? 

Mr. Acxerson. Under the bill they would be released and their 
vessels would be chartered the same as any other vessel would be 
chartered. 

Mr. Bonner. What is your proposed amendment ? 

Mr. Ackerson. We had a proposed amendment to the pending House 
bill which I believe made the bill effective as to charters entered into 
after October 1, 1955. 

The Senate bill changed that so the bill would be effective as to 
charters made after the enacment of this bill, and that is what we would 
like to see, so there is no changing of any existing charters. 

Mr. Bonner. Does that conclude your statement ? 

Mr. Ackerson. Right, sir. 

Mr. Bonner. Questions ? 

Mr. Totirrson. Does it put the purchasers of war-built vessels prior 
to 1946 in the same category as those people who purchased them after 
the Ship Sales Act? 

Mr. Ackrerson. That is our feeling about the matter. 

Mr. Totierson. In other words, the owners of all the war-built 
vessels now would then be in the same category with respect to 
charters to the Government ? 

Mr. Ackerson. That is right. If they were requisitioned they 
would be subject to section 902 of the Merchant Marine Act and 802 
of the Merchant Marine Act. 

Mr. Totierson. And because of price adjustment they would all 
have paid the same purchase price ? 

Mr. Ackrerson. Yes, sir. 
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Mr. Totterson. It would just put him on the same level ? 

Mr. Ackerson. That is the purpose. 

Mr. Bonner. What brought about this transaction? What was the 
motivating influence of the transactions in 1942? Were they building 
the ships themselves or were we building them / 

Mr. Ackerson. The Government was building the ships at that 
time. 

Mr. Bonner. With the Government’s money / 

Mr. Ackrerson. Yes. 

Mr. Bonner. What brought about the sale of the ships by the 
Government 4 

Mr. Ackerson. In the earlier part of the war, the policy, as I recall 
it, was that they kept on selling ships to owners with the purpose of 
keeping vessels in private hands instead of Government operation. It 
was not until the general requisition took pl ice that that policy was 
restricted somewhat. 

I believe that—I cannot say whether the large number of purchasers 
were purchasers of subsequent subsidized vessels or not. 

Mr. Bonner. The Government was building for the war effort ? 

Mr. Ackerson. That is right. 

Mr. Bonner. And sold them to private operators and chartered 
them back ? 

Mr. Ackerson. That is right. 

Mr. Bonner. The private operator operated the vessel as an agent 
for the Government ? 

Mr. Ackrerson. That is right. 

Mr. Bonner. He got the earnings of the vessel ¢ 

Mr. Ackerson. Yes, sir. 

Mr. Bonner. And the special considerations he agreed to at the 
time ¢ 

Mr. Ackerson. That is right. In connection with this price adjust- 
ment, they took into consideration the charter hire that he earned 
during the wartime and took into consideration the taxes that he paid. 

In other words, there was an adjustment of the price of those pre- 
1946 act purchases involved. It involved adjustment of the cash pay- 
ment which meant normally that he got a refund in some cash, mort- 
gage indebtedness, and trade-in allowance- 

Mr. Bonner. He traded in a vessel ? 

Mr. Ackrerson. He may have in some cases. 

Mr. Bonner. Where they traded in vessels at very high prices? 

Mr. Ackerson. Well, I—— 

Mr. Bonner. That is after we had them at 16, and it went to up—— 

Mr. Acxerson. It was 75. 

Mr. Bonner. What did he actually pay for the vessel ? 

Mr. Ackerson. After it was all figured out he paid the price com- 
parable to any other purchaser under the 1946 act. 

Mr. Bonnzr. This was before the 1946 act ? 

Mr. Ackerson. That is right. 

Mr. Bonner. He entered into this transaction before the 1946 act 
became law. What did he actually pay for the vessel ? 

Mr. Ackerson. The same price as any other purchaser. He paid 
the price fixed under the 1936 act if it was a subsidized vessel. 
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Mr. Bonner. Then he got the benefit of the high ceilings at that 
time ? 

Mr. Ackerson. Yes, sir. 

Mr. Bonner. And insurance on the vessel under the War Insur- 
ance Act ? ' 

Mr. Ackerson. Yes, sir. 

Mr. Bonner. Did some of those vessels practically pay for them- 
selves in two or three trips ¢ 

Mr. Acxerson. I don’t know whether these particular ones did, but 
some did. 

Mr. Bonner. I appreciate you don’t know what vessels we are talk- 
ing about. I appreciate that. But vessels running to the Red Sea 
paid for themselves in one trip; didn’t they 4 

Mr. Ackerson. That is what I understood. 

Mr. Bonner. You were around here then; weren’t you? 

Mr. Ackerson. Yes. I believe that is so. 

Mr. Bonner. And the record shows it ? 

Mr. AckErson. Yes, sir. 

Mr. Bonner. So there is no distinction as between any vessel, 
whether there was a trade-in or not. It is just one kettle of fish ? 

Mr. Acxerson. That is right. 

Mr. Rosrson. Do you have any idea how many vessels are involved 
in this? 

Mr. Ackerson. 191; I believe it was 204 who applied for an adjust- 
ment, 13 withdrew their applications. 

Mr. Bonner. Why did they withdraw ? 

Mr. Ackerson. They withdrew, I believe, because they figured they 
had no monetary advantage by the price adjustment. 

Mr. Roseson. This is 1956. How come it took so long ? 

Mr. Ackerson. This bill has been before the Congress before, for 
tor 5 years. 

Mr. Roreson. Your position is that you have no objection to this. 
Is that right ? 

Mr. Ackerson. That is right. 

Mr. Roseson. That doesn’t mean you recommend it ? 

Mr. Ackrrson. We don’t recommend it affirmatively because we 
feel that this is a matter of legislative policy. It changes the oper: 
tion of the 1946 act, and that is a matter of the congressional ae, 

I may say in that connection, Mr. Robeson, that there is a legal 
question as to the interpretation of section 9 (c) (2), and the Mari- 
time Commission interpreted it most strictly against these prior 
purchasers, and there at least is the color of an argument to the con- 
trary that these restrictions applied only to charters that were in 
existence at the time of the passage of the 1946 act. The language 
in our opinion was not clear, and it was held that the limitations 
did apply. 

Mr. Rosreson. My understanding would be that the vessels prior to 
that were able to earn the high earnings. Isn’t that right? The ones 
that are being discriminated against had the advantage at the time 
they were chartered. Is that right? 

Mr. Ackerson. Of course, the Red Sea charters were before the war, 
before there was general requisition. Those charter rates were reduced 
and lowered as we went into active participation in the war. 
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Mr. Rosrson. Is there an advantage or a disadvantage to the tax- 
payers in passing this legislation, or is it just a legal technicality d 

Mr. Acxerson. There is a practical situation that here are 191 
vessels, and if the Maritime Commission was correct in its interpreta- 
tion of the law, and the United States wanted to charter some vessels, 
they could charter these vessels at the fixed limitation rate of 15 per cent 
of the statutory sales price, and that might be lower than the going 
charter rate in the market at a given time. 

Mr. Rosrson. As of the present time what would it be? 

Mr. Ackerson. It would be lower. 

Mr. Roprson. Considerably lower ? 

Mr. Ackerson. The market rates, as I understand it, are consider- 
ably higher than they have been for some time now, and that would 
mean lower rates—I cannot say exactly how much. 

Mr. Bonner. At the time the 1946 act was considered what was said 
about this situation then ? 

Mr. Ackerson. The legislative history is not entirely clear. I 
examined it myself per sonally and others have examined it. It arose 
out-of a situation in which there were proposals to put similar limita- 
tions on all the vessels which were sold under the 1946 act; that is, 
to put limitations on just compensation and limitations on the charter 
of vessels, so that vessels, any vessel sold under the 1946 act, would be 
subject to limitations comparable to those on the price adjusted vessel. 
However, that policy was not adopted, and it appears:that there may 
have been a failure to change section 9 to correspond with the policy 
as to all the vessels under the 1946 act. 

As far as I can see it is not absolutely clear one way or the other. 

Mr. Bonner. Has there been submitted a table showing the vessels 
which would be entitled to adjustment under this act ? 

Mr. Ackerson. Yes, sir. 

Mr. Bonner. In your files do you have a record of the activities of 
these vessels and the total charter rates paid and earnings of these 
vessels during that period ? 

Mr. Ackrrson. Yes, sir. We have the records on the price adjust- 
ments. 

Mr. Bonner. What does it show with respect to what the vessels 
were purchased for and what those vessels earned ? 

Mr. Ackerson. I don’t know that I could sum that up. 

Mr. Bonner. What the operator paid for the vessel and how much 
he made during that period ? 

Mr. Ackerson. I could furnish you that. 

Mr. Bonner. I want it for each vessel which would varticinate in 
this program. 

(Furnished and in committee files. ) 

Mr. Ackerson. Right, sir. 

Mr. Bonner. Mr. Allen? 

Mr. Auuen. I was interested in the expression of Mr. Robeson con- 
cerning the limitation of charter hire. 

Mr. Bonner. Excuse me. I want to know also if there was a vessel 
traded in, the price of the trade-in and the age of the vessel. 

Mr. Acxerson. All right, sir. 

Mr. AtLeN. You were discussing with Mr. Robeson the matter of 
charter hire being limited to 15 percent on these vessels under the 
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present law. Would that have the effect of making the vessels un- 
available to the Government for charter if going rates were higher / 

Mr. Ackerson. Well, as a practical matter it would, because instead 
of being willing to charter 1 of these 191 vessels to the Government 
naturally an owner who had other vessels would not want to charter 
any but the other vessels. 

The only way it seems to me that the Government would be sure of 
getting hold of these vessels would be, in effect, to requisition them. 

Mr. Auten. In other words, these vessels are unavailable to the 
Government for charter unless there is an emergency under which the 
requisition powers exist ¢ 

Mr. Ackerson. As a practical matter, yes. 

Mr. Auten. As a practical matter the 15 percent under existing 
conditions is a limitation om the Government making the vessels un- 
available. Would it also be true that if the Government did wish to 
charter at going rates it would pay the same rate to other owners as 
the going rate / 

Mr. Acxerson. If they could get the vessels at that rate. That 
might be difficult if the going market were higher. 

Mr. Auten. Would it not also follow that if you reduced the pool 
from which the Government can charter by 191 vessels, the inclination 
of the remaining owners would be to raise the rates? 

Mr. Ackerson. I should think that would be a natural thing. 

Mr. Aten. I have heard some talk that there was an amount of 
duress at the time of the price adjustments with regard to some of 
these owners, a statement to the effect that if they didn't agree to this 
particular provision with regard to the charter hire limitations that 
they would then lose their right to a price adjustment, so that in 
effect they either had to take the price adjustment, which was to their 
detriment, or lose the whole transaction. Was there any element of 
that type of duress involved ¢ 

Mr. Ackerson. I don’t think that should be considered duress in 
the technical sense. That is a requirement of the law with which 
they had to comply. 

Mr. AnLen. I will accept that. 

Mr. Ackerson. They had to take all the conditions. 

Mr. Aten. Possibly a better way of putting it would be to ask 
whether there was any discrimination between any persons who took 
the price adjustment. Did some have to consider this condition while 
others did not ? 

Mr. Ackerson. No, I don’t see how there would be any discrimina- 
tion on that basis. The requirement of the law might be more harsh 
on one company than another by reason of the fact that a company 
asking for price adjustment may only have had these limited number of 
vessels, whereas another company with a large number of vessels would 
have free vessels alongside of their limited use vessels. 

Mr. Auten. The question really was whether there were those types 
of situations so that the law did operate more harshly on one owner 
than on another. 

Mr. Ackerson. That would require an examination of the company 
and the number of vessels each one had. We are going to furnish that 
for the chairman as to the companies and their vessels. 

Mr. Auten. Having in mind the formula under section 9 and a con- 
sideration of the charter hires and other amounts considered in the 
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price adjustment, would there be any chance that there would be some 
windfall to any owner if this bill were enacted ? 

Mr. Ackerson. I don’t see that there would be any windfall. These 
adjustments have been closed out. No one can ask for an adjustment 
in the future. The only effect of this bill is to release all those that 
had adjustments under the 1946 act from the 15-percent charter hire 
provision. 

Mr. Auten. That gets back to the question concerning the statement 
in the Senate report which states that the bill was aimed at what the 
committee scediines an unintended but obvious discrimination against 
those persons who purchased war-built vessels prior to the enactment of 
the present Ship Sales Act of 1946. 

Is it a fact that the operation of the Ship Sales Act put those prior 
purchasers in exactly the same position after the adjustment as the 
other purchasers, and that because they were in the same position 
thereafter this different position with regard to charters is a dis- 
crimination ? 

Mr. Ackerson. On the assumption that the adjustments made put 
the owner of a price-adjusted vessel in the same financial position so 
far as buying his vessel is concerned, then the owner of a price-ad- 
justed vessel is relieved of an obligation that he entered into which is 
above that entered into by any other purchaser under the 1946 act. 

The only ones who might have felt a prejudice by reason of enact- 
ment of this bill would be those who refrained from asking for a price 
adjustment because of the burden placed on those getting a price 
adjustment, to wit, a limitation on their charter hire in the event that 
their vessel were used by the United States. 

Mr. ALLEN. It seems to me that the conclusions to be drawn fromm 
your testimony would be that enactment of the bill would possibly 
create that discrimination between those who did not take a price ad- 

ustment and all others who bought on the one hand; and, on the other 
ory the effect of the bill would be to remove the limitation on the 
United States to charter vessels at the going rates when the going rates 
were about 15 percent. Isthat all it amounts to? 

Mr. Ackerson. Yes, it would do that. 

Mr. Auten. Thank you, Mr. Chairman. 

Mr. Ray. What is the difference between the objective of this bill and 
the objective of H. R. 7065 which we heard in 1954 and on which you 
also testified? The objective is the same; is it not ? 

Mr. Ackerson. That is correct, sir. 

Mr. Ray. There was a table introduced in the record at that time 
giving the names of the steamship companies, payments of the vessels, 
the original purchase price of each, final sales price, and the gross ad- 
justment made under this section we have been discussing. That in- 
cludes the 204 vessels you mentioned a moment ago, it contains the 13 
applications withdrawn, and it shows the figures I have just stated for 
the 191 which are left. There is no change in that list or in those 
figures ? 

Mr. Ackerson. No, sir. 

Mr. Ray. That shows that Alcoa Steamship Co., 3 ships, received 
an adjustment of $1,113,000; American Export Lines, 8 ships, had an 
adjustment benefit of $5,233,000; American President Lines had 6 
ships, over $3 million adjustment Atlantic Refining, 4 ships, nearly 
$2 million; Bethlehem Steel, 2 ships, $1,400,000. 
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I will not go on to read all of them. The largest adjustment was 
Socony Vacuum Oil Co., I believe, 13 ships, $6144 million. Waterman 
Steamship Co. had 18 ships, $31 million. That is the largest one. 

The amounts, as you see, are very large. It is my recollection that 
the committee failed to report out the bill at that time because it felt 
that the purchasers who had received benefits of that order were in an 
inequitable position as they now ask to be placed in the same situation 
retroactively with other purchasers who had not had those adjustments. 

It is my recollection, Mr. Chairman, that as we discussed the matter, 
we let it drop and there was no report on the bill at that time. We 
could not justify making this retroactive concession. We wanted to be 
sure we would not be doing more inequity with respect to the pur- 
chasers who had come in later than we would correct by the action 
proposed. . 

I have heard no evidence so far to change that situation. I would 
be glad to have further information you can give us, Mr. Ackerson. 

Mr. Acxerson. Let me understand you, Mr. Ray: You spoke of pur- 
chasers that came later. 

Mr. Ray. Those who did not receive those adjustments. 

Mr. Ackerson. Yes, because some of them applied and withdrew 
their applications. 

Mr. Ray. We ignored those because there were only 13 of them 
and the amounts were not as large as those listed. 

Mr. Ackerson. So far as I am advisd, if there were any that could 
have applied for price adjustment and did not 

Mr. Ray. These were made before the Ship Sales Act, were they 
not ? 

Mr. Ackerson. That is right. 

Mr. Ray. And they got the adjustment because of that fact. Later 
on this adjustment was not in the picture at all. 

Mr. Ackerson. This adjustment 

Mr. Ray. There were no more adjustments of this character after 
the 1946 act. 

Mr. Ackerson. No; because there were no purchasers except under 
the 1946 act after its enactment. 

Mr. Ray. This is a closed class, in other words ? 

Mr. Ackerson. That is right. 

Mr. Mariirarp. Am I correct in believing that these adjusted prices 
were comparable to prices for which similar vessels were sold under 
the 1946 act ? 

Mr. Acxerson. That is right. 

Mr. Maruiarp. So this was not an adjustment excpt to the extent 
that it put the price on a par with the prices arrived at under the 
1946 act formula ? 

Mr. Ackerson. That is what the adjustment is for. That was the 
whole purpose of the section 9, to put the purchasers of vessels who 
bought before the 1946 act was enacted in the same purchasing posi- 
tion, so to speak, as those who bought under the 1946 act. 

It involved a refund, an adjustment of a considerable amount, to 
bring the prices of the vessels purchased, as we say, prior to the 1946 
act on the same price basis as those purchased under the 1946. 

Mr. Ray. I had understood the prices paid prior to the 1946 act 
by reason of the adjustments which have been referred to were some- 
what lower than the prices paid by later purchasers under the 1946 act. 
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Mr. Ackerson. Oh, no; it is the reverse. 

Mr. Auten. Looking at the definition of statutory sales price, in 
the case of the dry-cargo vessels the statutory sales price is an amount 
equal to 50 percent of the prewar domestic cost of that type of vessel ; 
in the case of a tanker, an amount equal to 8714 percent of the prewar 
domestic cost. 

As I understand it, these vessels were sold at their wartime cost, 
possibly adjusted by subsidy. 

Mr. Acxerson. That is right. 

Mr. Auten. The wartime cost was far higher than the prewar cost. 
The statutory sales price is 50 percent of the prewar cost, so that 
anyone who bought the war-built vessel at the wartime costs were paid 
in substance more than the adjustment over and above the statutory 
sales price. 

Mr. Ray. That had not been my understanding of it. I am in no 
position to question it. 

Mr. Totierson. The adjustments that were made took place pur- 
suant to the provisions of the 1946 act ? 

Mr. Ackerrson. Right, sir. 

Mr. TotieFson. Because Congress felt under the formula of the 1946 
act people would be able to buy and sell the same ships at a price 
cheaper than was paid by the purchaser of the 204 ships. 

Mr. Acxerson. That is right. 

Mr. Bonner. These adjustments were made to balance out the dif- 
ference between the 1946 act and these contracts entered into prior to 
the 1946 act? 

Mr. Acxerson. That was the purpose expressed by the committees 
in their reports on the hearings. 

Mr. Bonner. Was the matter now under discussion brought up at 
that time of these adjustments? 

Mr. Ackerson. No. The current adjustment relieving from the 15 
percent charter limitation——— 

Mr. Bonner. The benefits in this bill, were they brought up? 

Mr. Ackerson. Yes; those limitations as to charter hire were de- 
liberately placed in the 1946 act as conditions on the right of getting 
a reduction in the price. 

There is, as I mentioned, at least a legal argument as to whether 
those limitations applied only to vessels that were under charter at the 
time of the enactment of the Ship Sales Act, or whether it applied to 
future charters. There is the only uncertainty in the 1946 act. 

Mr. Ray. At the time we held those hearings in 1954, the Secretary 
of Commerce wrote a letter opposing the bill, and it contains this 
paragraph : 

We concur in the view of the Bureau of the Budget that “it would appear that 
the shipowners knowingly accepted these limitations to obtain adjustment in sales 
price, and that the limitations themselves are not harsh or unreasonable in their 
effect. Accordingly we see little need for the legislation at the present time and 
are inclined to believe that the retroactive changing of the statutory basis of 
contracts voluntarily entered into is unsound in principle.” For these reasons 
we oppose the enactment of the bill. 

I had assumed that these adjustments, some of which I read off. 
were adjustments made in consideration of the companies undertaking 
these charter limitations, and the other limitations which are now 
sought to be removed. 
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Mr. Ackerson. No, sir. The adjustments were made and provided 
for putting these companies on the same basis so far as what they paid 
for the vessels 1s concerned. 

Mr. Ray. Take any of the vessels you wish to. When was the ad- 
justment made with respect to that vessel ¢ 

Mr. Ackerson. The adjustment was made in the period after the 
enactment of the Ship Sales Act. My recollection is that those ad- 
justments had to be applied for within a specific period. It took 
considerable time to make the computation on these adjustments. 

Mr. Ray. They were made within a few years after 1946 / 

Mr. Ackerson,. That is right. 

Mr. Ray. But you think they were not made in consideration of the 
assumption of the limitations now sought to be removed / 

Mr. Ackrrson. The adjustments were made upon a condition; that is 
true. I don’t know whether Congress or the theory of the law con- 
siders that those limitations on charter hire in the future were consid- 
eration for the adjustment. 

Mr. Ray. There was an adjustment and there was the limitation. 

Mr. Acxerson. That is right. 

Mr. Ray. They were part of the same transactions ? 

Mr. Ackerson. That is right. They had to make the agreement in 
order to get the adjustment. 

Mr. Auten. If there were a period of emergency during which the 
Government could requisition vessels, this provision would be a limita- 
tion on the owner of the vessel, I presume ? 

Mr. Ackrrson. That is right. 

Mr. Auuen. But if the chartering was during a period when there 
is no ability to requisition, then the limitation is on the Government 
rather than on the owner ? 

Mr. Ackerson. I think that is correct as a practical application. 

Mr. Matniuiarp. When you take the report of the Secretary of Com- 
meree that Mr. Ray read a moment ago, is not this bill slightly differ- 
ent from the bill acted on at that time? Was there a retroactive 
feature to that bill which doesn’t exist in this one? 

Mr. Acxerson. There are two retroactive features here. One is 
that you make an adjustment. You now change the conditions of the 
adjustment after the fact. 

Then the question is, When do we change those conditions / 

Under the earlier bill, I believe it was at a fixed date. As it is in the 
House bill it is as of eens 1,1955. That may have been the case 
back in the 83d Congress. I don’t recollect. 

The bill before you now, which has passed the Senate, relieves the 
limitations effective only as to charters executed after the enactment of 
the legislation. 

Mr. Maiuuiarp. Is it not also true, again trying to recall the words of 
the Secretary of Commerce, that the situation was not unreasonable or 
harsh, that the effect of the charter rate as of that date was negligible, 
and it is considerable now ? 

Mr. Ackxrrson. There is quite a difference now as compared to that 
time. 

Mr. Mariurarp. So it may be harsh and unreasonable now where it 
was not then ? 

Mr. Ackerson. I feel that is a matter of opinion under the cireum- 
stances. The Bureau of the Budget really maintains the same posi- 
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tion, but they permit us to leave it to the determination of the Congress 
without requiring us to follow the same view. 

Mr. Maituiarp. I notice the Comptroller General puts it right on 

the line here where he states— 
The matter involves weighing the unsoundness in principle of changing the terms 
of valid contracts voluntarily entered into against the inequity complained of by 
the proponents of this bill, namely, the purchasers of war-built vessels bought 
after March 8, 1946, were not required to accept the restrictive limitations im- 
posed upon those who purchased prior to that date and received purchase price 
reductions under section 9. 

Mr. Ackerson. That states it. 

Mr. Maitutarp. That is a good summary of the question before us. 

Mr. Rogerson. Has the emergency situation ceased to exist to requisi- 
tion ships now ? 

Mr. Ackerson. No. The emergency declared for the Korean emer- 
gency is still in operation. 

Mr. Ronreson. There is no question of the emergency situation at 
the present time, is there? 

Mr. AckErson. The emergency exists so far as requisition authority 
is concerned. 

Mr. Drewry. Mr. Ackerson, will this provision run with the title to 
the ship ¢ 

Mr. Ackerson. I don’t believe so. At least there is no express pro- 
vision to that effect as there is under section 802 of the 1936 act. 

Mr. Drewry. There is no express provision but the reference is to 
the vessel ? 

Mr. Ackerson. That is true. 

Mr. Drewry. If it did run with the title of the ship, it would put 
quite a restriction on these operators as contrasted with those pur- 
chased afterward / 

Mr. Ackrrson. If it were held to apply to them, then their vessel 
would have a reduced value in the market since it would be subject to 
that restriction. 

Mr. Drewry. If the vessel were lost while it was under charter, un 
der this provision, under 9 (c) (2), the operator would be denied just 
compensation for his ship ? 

Mr. Ackrrson. That is right. 

Mr. Drewry. Suppose it was requisitioned for title? Would be 
then be entitled to just compensation / 

Mr. Ackrerson. We are talking about the same vessel in both cases ? 

Mr. Drewry. Yes. 

Mr. Ackrrson. I think the operation of the 1946 provision would 
override what his rights might be under the just compensation provi- 
sion. 

Mr. Drrewry. So even if the vessel were requisitioned for title, 9 (c) 
(2) would forbid him the right to just compensation ? 

Mr. Ackerson. If we can assume that the limitation goes along with 
the vessel. Iam not sure about that. 

Mr. Drewry. I am thinking about it still in the hands of the original 
owner. 

Mr. Ackerson. If it is still in the hands of the original owner, I 
would say under our interpretation he would be bound by 9 (c¢) (2). 

Mr. Drewry. 9 (c) (2) refers to the just compensation question only 
if the vessel is under charter. I am thinking of a situation where the 
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vessel would be requisitioned for title, if the Government would be so 
foolish if it has the right to get it without just compensation. 

Mr. Ackrrson. I don’t know what the answer to that is. 

Mr. Drewry. There is no reference in 9 (c) (2) to a limitation on 
his compensation in the event of loss except to put a limit on the ha- 
bility of the United States while it is under charter / 

Mr. Ackxerson. That is right. This applies only to the liability for 
the use and to the case of a loss under that charter. 

Mr. Drewry. So with 9 (c) (2) in operation it certainly puts the 
owner of such a vessel in a very unfavorable position if he should ever 
want to dispose of his vessel because of the uncertainty surrounding its 
status as contrasted with those who bought an identical ship at the 
saine net price after the enactment of the act ? 

Mr. Ackrrson. I would say there is a burden on his ownership. 

Mr. Bonner. Ships sold foreign under the 1946 act, you are trying 
to develop it is different from this? 

Mr. Drewry. I was not thinking of the foreign sale but sales during 
American charter. 

Mr. Bonner. Doesn’t the 1946 act carry the other provision, that he 
sells in the domestic market rather than any foreign market ? 

Mr. Ackerson. Oh, no. The purchaser of a vessel under the Ship 

Sales Act is not limited in his disposal of that vessel under that act 
except as any owner of a vessel is limited. He has to have the ap- 
proval of the maritime agency before he can transfer foreign. 

Mr. Bonner. Would the same thing apply to a vessel under this? 

Mr. Ackerson. Yes. 

Mr. Bonner. The Maritime Commission could give him the privilege 
to transfer or sell foreign ? 

Mr. Ackerson. Yes, if it isa nonsubsidized vessel. 

Mr. Bonner. These vessels are subsidized ? 

Mr. Ackerson. Yes. Some of these were subsidized vessels and 
some were not. 

Mr. Bonner. They were subsidized in the adjustment; weren’t they? 

Mr. Ackrrson. That is not technically considered a subsidy. 

Mr. Bonner. How do you distinguish that from a subsidy? 

Mr. Ackerson. The subsidy under the 1936 act is an amount of the 
construction cost which is paid by the United States and is paid as 
part of the construction cost. 

Mr. Bonner. Is not a war-built vessel sold under the 1946 act 
considered as a subsidized vessel ? 

Mr. Ackrrson. Not under theory of the law. 

Mr. Bonner. It is sold free of all controls by the United States? 

Mr. Ackrrson. So far as the subsidy limitations are concerned, 
yes. 

Mr. Bonner. You mean to say now a ship sold under the 1946 act, a 
man can sell it any way he pleases? 

Mr. Ackerson. Yes. 

Mr. Bonner. Without any permission from the Maritime 
Commission ? 

Mr. Acxerson. If he wants to sell it foreign he has to have the 
permission of the Commission. 

Mr. Bonner. The same thing applies to these ships? 

Mr. Ackerson. Applies to everything; yes. 





| 
; 














AMEND SECTION 9 (C) (2) MERCHANT SHIP SALES ACT 29 


Mr. Drewry. My point was that this puts a specific formula for the 
sales price which can be received for domestic sale. 

Mr. Bonner. We are not here to determine some of these things. I 
don’t want to take any privileges away from the courts over here. 

Mr. Drewry. The only point I was making was the question of doubt 
surrounding people who bought these vessels. 

Mr. Bonner. They would have to go into court on that; wouldn’t 
they? 

Mr. AckeErson. First with us and then with the courts. 

Mr. Ray. You were asked this question in 1954: 

Mr, Ray. As I understand your objection, it is that you regard this 15-percent 
limitation as a condition assumed by the ship purchaser who received an 
adjustment? 

Mr. ACKERSON. That is right. He received an adjustment and a reduction in 
his price to conform to the 1946 act in respect of a vessel purchased under the 
1936 act. These conditions were part of the terms under which Congress ex- 
tended the price reduction, and the view of the Department is that that contract 
should stand. 


Now you say that is a question of policy for Congress rather than 


for the De partment ¢ 

Mr. Ackerson. The statements there about the legal situation and 
the adjustment are the same today as they were then. The limitation 
is part of the adjustment agreement. 

We feel that changing that situation after the agreement is entered 
into is primarily a matter for Congress, and we take no position. 

Mr. Ray. You no longer hold the view you e xpressed in 1954. You 

say it is now a question for us rather than for you to decide? 

Mr. Ackerson. I don’t remember whether we went that far in 1954 
or not. 

Mr. Ray. You said these conditions were part of the terms unde 
which Congress extended the price reduction, and the view of the 
Department is that the contract, or agreement, should stand. 

Mr. Ackerson. That was the view of the Department at that time. 

Mr. Ray. It is no longer? 

Mr. ACKERSON. Apparently not quite the same because they have 
reported it in terms of leaving it to the Congress. 

Mr. Drewry. When Mr. Maloney was on the stand—— 

Mr. Bonner. That was in 1954. This is in 1956. In 2 years the 
Maritime Commission changed their philosophy on the matter. Is 
that correct ? 

Mr. Ray. I wanted to make sure of that. It seems to me that is 
the effect of the testimony this morning. 

Then there was some question as to the effect upon charter hire, 
whether passage of that bill we were considering in 1954 would ratify 
some charter payments about which there might be some question. Is 
that still part of the problem ? 

Mr. Acxerson. No. That is out of the picture because any charter 
that is in effect today stands unchanged. The rights of the United 
States are not changed so far as any 1 of these 191 vessels is con- 
cerned under any charter that may exist today. The rights would 
be changed only if and after the enactment of this law, and that would 
not change those charters retroactively. 

Mr. Touierson. How old are these ships / 

Mr. Ackxerson. An average of 12 years. 
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Mr. Totierson. This is conjecture on your part, but is there any 
foreseeable cost or undue expense to the United States likely to result 
from the enactment of this bill? 

Mr. Ackerson. None directly, and I doubt whether there will be 
any indirectly. 

Mr. Totierson. Dollarwise it means nothing to the Government in 
your estimation ? 

Mr. Ackxerson. That is right. 

Mr. Totierson. These ships won’t last very long; will they ? 

Mr. Ackerson. They have 8 years to run. 

Mr. Ray. In a letter submitted by the Comptroller General about 
H. R. 7065, which was before us in 1954, there is this sentence 

In addition there is the possibility now under study by this office that the 
Miiltary Sea Transportation Service has paid charter hire in excess of the limi- 
tation. If so, this bill would, of course, ratify such illegal overpayment. 

Has that question been resolved, do you know? Was there any 
reality to that condition he stated ? 

Mr. Ackerson. I don’t believe so. 

Mr. Mariur1Arp. I think I am correct as I glance at that bill under 
consideration in 1954, that that would have reduced the retroactive 
list back to 1946. In other words, if these restrictions had been put on, 
that statement certainly would have been correct under that bill but 
not effective under this bill. 

Mr. Bonner. Is a representative of the General Accounting Office 
here? 

Mr. Acxerson. The bill 7065—— 

Mr. Bonner. I want to get this question answered. 


TESTIMONY OF GRAYDON ANDREWS, GENERAL ACCOUNTING 
OFFICE 


Mr. Anprews. I understand the question to be with regard to pos- 
sible overpayments. The status of the matter as I understand it now 
in our office is that it is still under consideration. Some difficulty has 
arisen because this applies to the use of the vessel, those vessels which 
were chartered were for the most part time chartered and they are 
having some trouble breaking down what proportion thereof should be 
charged to use and what amount to service. 

As of now to the best of my knowledge it is still under consideration 
and has not been resolved. 

Mr. Ackerson. As to the question of retroactivity, subsection 3, 


page 2, provides that any obligation incurred by an applicant by 
reason of acceptance of an adjustment under section 9 shall be modified 


as of March 8, 1946 to conform to the provisions. So there was the 
retroactive application of the release from the limitation at that time. 

Mr. Mattitarp. Which doesn’t exist in the current bill? 

Mr. Ackerson. That is right. 

Mr. Bonner. Does that conclude your statement / 

Mir. Ackerson. Yes, sir. 

Mr. Bonner. The General Accounting Office representative is here. 

Mr. Anprew. We have no prepared statement but we are here to 
mnswer any questions. 

Mr. Box NER. Are there any questions of the representative of the 
(general Accounting Office ? 
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Mr. Totuerson. The General Accounting Office submitted a letter, 
I believe. 

Mr. Mailliard read the pertinent paragraph from the letter of the 
Comptroller General. 

In summary, the matter involves the principle of changing the terms of valid 
contracts, et cetera, against the inequity complaint by the proponents of this bill. 
That is the gist of your position ? 

Mr. Anprews. That is right. At the risk of ove rsimplifying it, the 
1946 act established what Congress considered to be prices at which 
they were willing to sell war-built vessels. Some purchasers of war- 
built vessels previously had made their purchases. 

As we understand it, section 9 was designed to put them in the same 
purchase price position as those who would buy thereafter, after the 
enactment of the 1946 act. 

However, in providing for the adjustments which were to be made 
as a contingent condition for the purchase price adjustment, they did 
require the acceptance of the restrictions about which they are now 
complaining. 

There was some correspondence between the Maritime Administra- 
tion, and at least one of the operators, as to whether or not these restric 
tious were required to be placed in their contract. The law clearly SO 
stated, and Maritime so advised them. 

They complained of the inequities at that time, but they did, despite 
their complaint, accept the contracts with these restrictions. 

Under today’s law the restrictions undoubtedly would provide 
cheaper charter rate to the Government on requisitioning than would 
be obtainable in the open market today. Whether or not that condi- 
tion continues to prevail is problematical. However, it seems reason- 
able to assume that at any time the Government's requisitioning 
authority is there, or that requisitioning actually might be undertaken, 
charter rates would be higher than the 15-percent rate herein provided. 

[ have reference to the question of whether or not there is any money 
involved here. The Government in that event will be giv ing up their 
right to a lower charter rate than they probably would obtain on the 
open market. That is an assumption, however. 

On the other hand, as they have complained, the same restrictions 
were considered in connection with the sale of any war-built vessels at 
the prices established under the 1946 act. With regard to those vessels 
aside from the prepurchases, as I will call them, they removed those 
restrictions from the bill. 

( ‘onsequently, the only ones who have restrictions are those who 
bought prior to that and received an adjustment in the purchase price. 

I might say further, that in adjusting these purchase prices they 
went back and pretend led in effect that the owners never h: ud operate “ 
the war-built vessel to its account, and where there was a trade-in 
involved they adjusted the charter hires as between the charter re 
ceived—this applies only to Government charters, incidentally to 
what the Government had paid for the charter of the war-built vessel 
the y purchased compared to what the Government would have paid 
had they been chartering the traded in vessel at that time. 

As to any windfalls that might be re vided in this bill, I thmk 
the windfalls, if any, were provided re: In the 1946 act by reduced 
prices of vessels. . 

‘The purpose of this is to equalize the situation with regard to all 
war-built purchases, 
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There is no question that the effect of the bill would be to remove 
a contractual right the Government now has to what I think reason- 
ably can be considered a lower charter rate at the time of requisition- 
ing of the vessels. 

Mr. To.tuerson. Your office takes the position that it is a matter 
of policy for Congress to determine? 

Mr. Anprews. Yes. We want to clarify what we understand this 
bill to have provided and the results as the situation now stands. 

Mr. Anuen. Are there any requisitions of vessels undertaken now ? 

Mr. Anprews. Not that lam aware of. 

Mr. Auien. I believe Maritime is chartering at going rates / 

Mr. Anprews. Yes. 

Mr. Atten. Would there be a criticism of Maritime at this time 
that they are not taking advantage of prior requisitions 4 

Mr. Anprews. I am not prepared to answer that. There are many 
factors involved which I may not be aware of. 

Mr. ALLEN. While they have the technical right to requisition under 
the Emergency Act, we are not exercising any right of requisition 
under that emergency insofar as you know ? 

Mr. Anprews. Insofar as I am aware, that is right. 

Mr. Atien. On the other hand if the requisition privilege does not 
exist, then is it not true that the provision works against the Govern- 
ment rather than in favor of the Government ? 

Mr. Anprews. Yes, sir. If the Government has no authority to 
requisition and they have to charter on the open market, obviously one 
who has a restriction of a limitation which does not favorably compare 

ith the going charter rates would not be interested in offering his 
vessel to the Government. 

Mr. Atien. Under those circumstances would it not be possible for 
an operator to charter from the restricted operator the vessel at the 
going rates, possibly less a certain amount, and in turn charter his own 
vessel to the Government, and in that way get a windfall himself? 

Mr. Anprews. It could happen. 

Mr. Auten. It is not an original thought. 

Mr. Anprews. It is original to me, sir. I had not heard it before. 

Mr. Ray. Do you concur in the opinion expressed by Mr. Ackerson ? 

Mr. Anprews. The act does not require this restriction run with 
the title of the vessel. While we have not had the question presented 
officially, my personal reaction is that in the absence thereof the re- 
striction would not run with the vessel. 

Mr. Matiuiarp. Mr. Ackerson seemed to feel that the legislative 
history and actual intent of the Congress was not too clear on this 
point as to whether this restriction was intended to apply only to char- 
ters then in existence or for all time to come. Have you an opinion on 
that? 

Mr. Anprews. I would rather not express an opinion on that be- 
cause there are some questions involved and we have not had them pre- 
sented. Any discussion I have heard on it has been informal. I would 
rather not express a view. 

Mr. Mairriarp. Would you at least agree there is some doubt ? 

Mr. Anprews. Yes, sir. 

If I may add to that, sir, the construction as to the applications 
hereafter of their ceiling is a matter which I think the lines them- 
selves and the Maritime Administration have agreed does apply. So 
if there is a question it would be a highly technical question. 

Mr. Bonner. Thank you, Mr. Andrews. 
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STATEMENT OF HON. HERBERT R. O’'CONOR (RESUMED), REPRE- 
SENTING AMERICAN MERCHANT MARINE INSTITUTE ACCOM- 
PANIED BY ALVIN SHAPIRO, VICE PRESIDENT 


Mr. O’Conor. There are some points which might be helpful to 
the members of the committee to whom we are very much indebted for 
the very careful and painstaking manner in which you have under- 
taken a consideration of this bill. 

I would like first, if I may, to address myself to the all-important 
question as to whether or not this restrictive provision runs with the 
ship, because it is admitted here, we assume, that there would be an 
undue hardship, and indeed a gross inequity, if that does apply and 
if that is true. 

In confirmation of our statement that it does run I should like very 
much to refer to the legislative history of the bill in question. 

On the floor of the House of Representatives, on the very day when 
the bill was enacted, Representative Hale of the State of Maine 
brought up this very question, and he stated it was virtually the unani- 
mous view it did run with the ship. He used these words: 

Ll appeal to the Members of the House who are members of the legal profession 
that restrictive provisions running with chattels are not a very wholesome legisla- 
tive precedent. In this particular case this restrictive covenant plainly contra- 
dicts the provision of section 6 (b) of the bill which provides that no foreign 
purchaser shall get a ship on terms or conditions more favorable than the 
c1uizen 

From that he went on and discussed the various features which 
would be, he thought, inequitable. 

We think that unless this bill is passed there will remain in effect 
conditions which are inequitable and which apply against the citizen 
which are not at the same time applicable to a foreigner, for example, 
who purchased a ship subsequent to the time when the various individ- 
uals who are interested in this bill were required, we think, to enter 
into the contract. 

Of course, we have to admit it is an unusual thing to come in and 
attempt to alter a contract after its execution. We certainly would 
not be parties to any such suggestion were the situation to be created 
where. just as Congressman “Mi ailliard indicated in his questioning, 
there might be some windfall invalidating the terms under which the 
MSTS made their point. 

We think it does not have any such effect. In fact, we would not 
be here if it did. That is one of the reasons why we insisted on this 
language, and I must say the original suggestion came from Maritime, 
but we unhesitatingly accepted Maritime’s proposal because there 
was not in the first plac e any desire or intention to validate anything 
that had been done in the past with regard to MSTS charters. 

With respect to the all-important question that Congressman Ray 
brought up, which is very vital to it all, and in connection to which 
we don’t want to be a party to anything where there was a windfall, 
we would like very much to refer to the record before this committee 
which pertains “ that provision. I would like to read from the testi- 
mony which has been given here already. 

We do not propose to complain here of the fairness of the adjustment under 
section % However, we want to dispel the idea that tanker owners received 
a “windfall” and in fact that they were even restored to the same position as 











34 AMEND SECTION 9 (C) (2) MERCHANT SHIP SALES ACT 


the subsequent purchasers. While the circumstances varied with different ves- 
sels, we think the following figures, which apply to the adjustment on the T-2 

tanker Gaines Will, are illustrative of our point. These figures have been rounded 
ff for convenience but are substantially accurate. 

Original war purchase price, about $2,835,000. 

Depreciation at 5 percent per annum to date of enactment, about $420,000. 

Net adjustment paid by the Commission under section 9, $193,000. 

Actual cost of vessel as of date of enactment, about $2,222,000. 

Statutory sales price as of date of enactment, $1,765,831. 

The foregoing figures illustrate our contention that the subsequent purcnaser 
obtained a similar vessel for approximately $450,000 less than the prior pur- 
chaser ; and further that the Government actually realized approximately $450,000 
more for the vessel sold to the prior purchaser. 

In the hearings before the House on H. R. 7065, the Maritime Administration 
submitted a statement (report of hearings, p. 18), which is based on its own 
interpretation of the section, and which is completely misleading. This state- 
ment indicates that the gross adjustment in the case of each of the vessels of 
Chas. Kurz & Co., Inc., was approximately $1,070,000. It fails to show that from 
the ‘gross adjustment’ were deducted the charges against the company which 
reduced the net adjustment, in the case of the Gaines Mill, to $193,000, and in the 
ease of the Mill Spring, to a slightly smaller amount. The net adjustment was 
the actual benefit obtained by the owner. The interpretation placed on the ad- 
justment section by the Maritime Administration, formed the basis for the deter- 
mination by the Treasury Department of the resulting tax basis of the adjusted 
vessel. This interpretation has recently been repudiated as a matter of law by 
the United States District Court for the District of New Jersey. This decision 
supports our view of the legal effect of the adjustment, but since it relates only 
to the resulting tax base of the vessel, it does not afford us any relief on the 
auestion of discrimination here involved. 

Mr. Bonner. What were the dates of those vessels? Are those ships 
all as of the same date? 

Mr. Suario. These figures were just introduced in the record to 
show what happened to a particular vessel which was bought before 
the Ship Sales Act as compared with what the price would have been 
paid by the purchaser had he waited until the Ship Sales Act was 
passed in order to buy it, and it shows, of course, that he paid about 
$450,000 more after the adjustments were applied. 

Mr. Bonner. That doesn’t bear out the testimony of the Maritime 
Administration. They testified here that adjustments equalized, the 
sale prior and the sales under the Ship Sales Act. 

Mr. Snaptro. Because they used the basis of the gross adjustment 
rather than net adjustment and did not take account of the fact that 
during the period between his original pure hase and the date of the 
Ship Sales Act, which may have been 2 or 3 years, there was a depre- 

ciation account which had to be taken off. There were other items 
enh made the net adjustment far less than the initial gross adjust- 
ment. 

This is a fact about which the court has decided in the case of the 
district of New Jersey. 

I would like to expand on one point which was the subject of some 
confusion. 

Mr. Bonner. I am not clear on this vet. 

If Maritime testifies one way and you another way, who is right? 

Mr. Snarrro. We firmly believe we are in this particular case. I 
would be delighted to submit an explanation of what the adjustment 
was in the case of this vessel and leave to your decision the balance as 
between the right and wrong of it. 

Mr. O’Conor. The only other point has to do with the question 
asked by Congressman Robeson, and that is as to why this matter 
comes up at what he termed a relatively late date. 
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I hope the chairman in asking the Maritime Commission to pro- 
duce records will enlarge that to include a request for the production 
of correspondence in this whole matter, because it will reveal that 
throughout the negotiations the ship purchasers were protesting and 
complaining that they were being subjected to different conditions 
which gave them no decision. 

Whether it is called duress, as we think Congressman Allen cor- 
rectly called it, or anything else, the fact is that 1t was not a free 
choice. They either had to withdraw entirely or else to accept these 
conditions, and throughout the whole time they were complaining 
and were putting it in writing, and then only executed the contract 
when they were assured that their execution of it would not stop 
them from proceeding in the manner in which they have proceeded 
in this instance. 

Our only relief is here because this is denial of Just compensation, 
which we think is a very unusual position for the Government to be 
placed in, that it denies to a citizen the right to just compensation, 
whatever that may be. It may be $1 or nothing, but, nevertheless, it is 
justice; whereas the foreigner, who has no obligation to turn over 
his ship, can entirely escape that if the situation 1s reversed. 

Mr. Suapiro. If a man bought a vessel on March 7, he paid a cer- 
tain price. He may have put cash on the barrel for that vessel. Had 
he waited until March 8 he would have gotten that vessel at a very 
reduced rate. 

If on March 7 he paid $1 million, and on March 8 the rate was set 
at $500,000, the adjustment of section 9 entitled him presumably 
the return of $500,000. But it said: 


to 


If you bought on March 8 and we were going to charter your vessel from you, 
we would have to pay a normal charter hire. 

If we chartered the vessel and lost it we would have to pay you just compen- 
sation. But if you bought it on March 7, invested your own good capital, and 
some of this was 2 or 3 years before the Ship Sales Act was passed, then if 
the Government takes your vessel we will pay you only 15 percent of the statu- 
tory sales price, and if we should lose it we will pay you only its depreciated 
value with no bearing on just compensation. 

The very section 9 which provides for this adjustment uses these 
words: 

The adjustment shall take place by treating the vessel, bought before the 


Ship Sales Act, as if it were sold to the applicant on the date of the enactment 
of this act and not before that time. 


It seems to us in all equity that if you are going to treat the vessel, 

not the price, as though it were bought under the Ship Sales Act 
rather than a year or a day or a month before it, you should provide 
that treatment all across the board, not just in terms of the sole price 
criteria. A foreigner could have bought this vessel on March 8 from 
the United States on a mortgage term, when an American bought it on 
March 7, may have paid cash, and the noncitizen is treated infinitely 
better than the earlier citizen purchaser. 

We might even be in a position of requisitioning a foreign vessel 
bought under the Ship Sales Act and pay much more for that requisi- 
tion than an American vessel bought one day earlier. 

Mr. Bonner. Did I understand vou to say that the Government 
forced these — itors into buying these vessels during the war? 

Mr. O’Conor. I don’t know the exact words I used, but I adhere to 
this position—that they were in a position which made it difficult for 











36 AMEND SECTION 9 (C) (2) MERCHANT SHIP SALES ACT 


them to do anything other than to accept the ship under the terms they 
did. It was not in every sense a free choice because if they had 
withdrawn—— 

Mr. Auten. The chairman was talking about the time the vessel was 
bought by the Government rather than the date of the execution of the 
contract. Is that so? 

Mr. Bonner. I am talking about the time the sale of the vessel was 
made to the private operator during the war. Vessels were being built 
by the Government and sold to private operators. 

Mr. O’Conor. I wasn’t referring to that at all. 

Mr. Bonner. What were the conditions? Why did the private 
operator buy the vessel ? 

Mr. O’Conor. Unquestionably he considered it was good business to 
do it. We are not attempting to rewrite or refigure any of the com- 
putations as of that time. 

Mr. Bonner. I am talking about the whole matter. Why did he buy 
it? 
Mr. O’Conor. Because he thought unquestionably it was good bust 

ness and it was an advantageous purchase at that time. 

Mr. Bonner. There was no pressure brought by the Maritime Com- 
mission or the War Shipping Administration ¢ 

Mr. O’Conor. What I am referring to is the fact that at the time 
of the execution of this agreement there had been correspondence 
evidencing the fact that the purchasers were protesting—— 

Mr. Bonner. At the time of the adjustment ? 

Mr. O’Conor. Yes. 

Mr. Bonner. I am talking about when he got into it. 

Mr. O’Conor. I agree it was entirely a free choice. He did it with 
his eyes open. 

Mr. Bonner. In some instances he traded in a ship? 

Mr. O’Conor. Yes, sir. 

Mr. Bonner. Doesn’t the record show some of the ships traded in 
were bought very, very reasonably ? 

Mr. O’Conor. I think so. 

Mr. Bonner. All of that must be taken into consideration. 

Mr. O’Conor. The difficulty about that is the very situation that 
you ee portrayed, a situation which may exist with regard to 
vessel A and not exist with regard to vessel B. 

Mr. Bonner. This places them all in an identical category. 

Mr. O’Conor. As Mr. Shapiro points out, it places them in no differ- 
ent position from the foreigner who had exactly the same choice and 
could have done the same. 

We are grateful to vou, MreChairman. 

Mr. Bonner. Thank you, Mr. O’Conor. 

(At this time letters pertaining to the hearing will be inserted.) 

AMERICAN PRESIDENT LINES, 
San Francisco, Calif., June 25, 1956. 
Hon. HERBERT BONNER, 


Chairman, Committee on Merchant Marine and Fisheries, 
House Office Builuding, Washington, D.C. 


DEAR Mr. CHAIRMAN: S. 3113, a bill to amend section 9 of the Merchant Ship 
Sales Act of 1946, is well explained in Senate Report 1861, with which I know 
you are familiar. The same report also makes clear that section 9 (c) (2) im- 
poses on certain ship buyers obligations constituting an “inequality [that] was 
never intended.” 
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I need not restate the material in the report. The report, however, omits one 
consideration which is of predominant importance. The recovery of shipowners 
from the United States for use or loss of vessels would under section 9 (¢c) (2) at 
least approximate fair and reasonable amounts so long as the currency of the 
United States is stable in value and economic conditions are not substantially 
altered. It is therefore not stange that little immediate objection was made to 
that section. 

In the 10 years since 1946 the currency of the United States has deteriorated 
radidly, till it is now worth much less than it was in 1946. During those same 
years economic conditions have raised shipbuilding costs much more even than 
the currency has deteriorated. Neither dollars nor shipbuilding costs have any 
longer a direct relation to the dollars or shipbuilding costs of 1946. 

Section 9 (c) (2) measures the obligation of the United States in 1946 dollars, 
but would provide payment in current dollars. The section accordingly no longer 
has a semblance of reasonableness or equity. And certainly it is a burden which 
has become discriminatory in comparison with all other ship purchasers, domestic 
or foreign, who purchased under other sections of the act. 

In view of the omission of this central factor from Senate Report 1861 we re- 
spectfully address this letter to you and to your committee, and ask that it be 
included in the record related to S. 3113. Conformably, we seek your favorable 
action on the bill. 

Yours sincerely, 
ARTHUR B. Pootr, 
Vice President and Treasurer. 


THE ATLANTIC REFINING Co., 
Philadelphia, Pa., June 18, 1956. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN BONNER: We understand your Committee on Merchant 
Marine and Fisheries is presently considering H. R. 8352, a bill introduced by 
Congressman Edward A. Garmatz, of Maryland, for the purpose of amending 
section 9 (c) (2) of the Merchant Ship Sales Act of 1946 to correct an obvious 
discrepancy. 

This company purchased three T2 tankers in 1945 for which adjustments 
were received under section 9 of the act, subject to the limitations of section 
9 (ec) (2). Also, the company purchased two T2 type tankers in 1946 under 
the Merchant Ship Sales Act of 1946. These vessels are not subject to the 
limitations prescribed by section 9 (c) (2). 

We feel that the section 9 (c) (2) limitations placed on vessels purchased 
prior to 1946 should be removed in order to place them in the same position as 
vessels purchased under the 1946 act. Therefore, we endorse the statement 
made by Mr. Leslie C. Krusen on June 4, 1956, before the Subcommittee on Mer- 
chant Marine, Committee on Merchant Marine and Fisheries, in support of 
H. R. 8352 and recommend enactment of the bill. 

Yours very truly, 
H. G. Scrap. 


AtcoA STEAMSHIP Co., INC., 
New York, June 8, 1956. 
Hon. HERsBerT C. BONNER, 
House of Representatives, Washinaton, D. C. 


DEAR Srr: I have just finished reading a statement made by Mr. Herbert R. 
O’Conor, the Washington counsel of the American Merchant Marine Institute, 
before your committee on June 4 in support of H. R. 8352 and S. 3113. I would 
like to go on record on behalf of the Alcoa Steamship Co. as urging the passage 
of H. R. 8352. It is my understanding that S. 3115 has already passed the 
Senate. 

We feel that it is obvious that there is discrimination against any of us who 
purchased war-built vesesls prior to the enactment of the Merchant Ship Sales 
Act of 1946. We do not believe that this discrimination was intended by the 
Congress. We believe that this situation can and should be corrected by the 
present Congress—and will be if the facts are understood. 
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I see no reason for adding to your files on this subject, which must already ) 


be voluminous, and will content myself with the brief appeal above. Should 
you wish further statements of fact or interest by the Alcoa Steamship Co., 
our Washington representative, Mr. William H. Trauth, will be happy to give ; 
them to you. : 
Sincerely yours. 
WILLIAM C. Wuire, President. 


AMERICAN Export LINEs, INC., 


June 11, 1956. 
Hon. Hersert C. BONNER, 


Chairman of the House Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


DEAR Sir: I have read with much interest the statement of Mr. Leslie C. Krusen 
made before the Subcommittee on Merchant Marine, Committee on Merchant 
Marine and Fisheries, United States House of Representatives, on June 4, 1956, 
regarding H. R. 8352, which would amend subsection 9 (c) (2) of the Merchant 
Ship Sales Act of 1946 and which is apparently a companion bill to S. 3113, 84th 
Congress, which was passed unanimously in the Senate. 

The American Export Lines is very much interested in this legislation and 
fully concurs with what Mr. Leslie C. Krusen stated before your committee. 

Very truly yours, 
J. F. GenAn, 
Executive Vice President. 





MISSISSIPPI SHIPPING Co., INC., 


New Orleans, La., June 8, 1956. ; 
Hon. Hersert C. BonNeER, 
Chairman, Subcommittee on Merchant Marine, 
Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D. C. 
DEAR Mr. BoNnNeER: I have just finished reading the testimony before your | 
Subcommittee on Merchant Marine in support of H. R. 8352, a bill introduced by 
Congressman Edward A. Garmatz, of Maryland, for the purpose of correcting an 
unintentional discriminatory clause contained in the Merchant Ship Sales Act of 
1946 against persons who purchased war-built vessels prior to the enactment 
of that act. 


The Mississippi Shipping Co. owns eight vessels which were adjusted under 
section 9 of the 1946 Merchant Ship Sales Act and we feel that favorable con- 
sideration of H. R. 83852 will remove the discrimination to which this act 
addressed. 

Sincerely yours, 


Is 


Harry X. Ketry, President. 


FARRELL LINES, INC., 
New York, N. Y., June 8, 1956. 
Hon. HerBert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D. C. | 

DEAR CONGRESSMAN BONNER: At the request of the American Merchant Marine 
Institute, we are pleased to write you directly to inform you that we wholly 
support the position that the institute and its representatives have taken in 
connection with the enactment of H. R. 8352 and Senate bill, S. 3113, amending 
the Ship Sales Act of 1946. 

It does not seem equitable to us that ships purchased prior to the 1946 act 
should be subject to limitations under the terms of the Ship Sales Act that do 
not apply to ships purchased or adjusted under that act or that were sold 
foreign. 

We join with the institute in respectfully recommending to you and your 
committee that H. R. 8352 be favorably reported to the House. 

Very truly yours, 
C. CARLTON LEwIs, 
Vice President and Treasurer. 
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NEW ORLEANS, La., June 7, 1956. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C.: 

We are familiar with H. R. 8352 which amends section 9 (¢c) (2) of the Ship 
Sales Act so as to remove discriminations against prior purchases. We endorse 
this bill and hope your committee will agree that its passage will remove an 
existing inequity from the law. 


LYKES Bros. STEAMSHIP Co., IN 


MoOoreE-McCORMACK LINES, INC., 
New York, N. Y., June 7, 1956. 
Re H. R. 8352 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D. C. 
DEAR MR. BONNER: This bill would affect us and, because we believe it to be 
fair and reasonable, we request that you support jit. 
Respectfully yours, 
WILLIAM T. Moore, President. 


NATIONAL BULK CARRIERS, INC., 
New York, N. Y., June 6, 1956. 
Re H. R. 8352 
Hon. HERBERT C. BONNER, 
Chairman, Committce on Merchant Marine and Fisheries, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN BONNER: We have followed with much interest the progress 
of H. R. 8352, a bill introduced by Congressman Garmatz for the purpose of 
amending subsection 9 (c) (2) of the Merchant Ship Sales Act of 1946, and have 
carefully reviewed the statements presented by Messrs. Herbert R. O’Conor and 
Leslie C. Krusen on June 4, 1956, before the Subcommittee on Merchant Marine 
in support thereof. 

As a purchaser of vessels from the United States Government prior to the 
enactment of the Merchant Ship Sales Act of 1946, we have consistently main- 
tained that the provisions of subsection 9 (c) (2) of said act, with its limitations 
on charter hire for Government use and subsequent indemnity payable in the 
event of loss, were obviously discriminatory and should be corrected. In our 
opinion, the arguments advanced by Messrs. O’Conor and Krusen illustrate this 
defect quite clearly, and we are thoroughly in accord with their statements 
which set forth concisely and honestly the position of those who purchased vessels 
from the Government prior to the enactment of the Ship Sales Act. 

We strongly urge and recommend that H. R. 8852 be approved and enacted 
as written. 

Very truly yours, 
W. W. WAGNER, 
Vice President and Treasurer. 


ORE NAVIGATION CORP., 
New York, N. Y., June 12, 1956. 
Re H. R. 8352 and S. 2113, amending Merchant Ship Sales Act, section 9. 
Hon. HERBERT C. BONNER, 
Chairman, Subcommittee on Merchant Marine, Committee on Merchant 
Varine and Fisheries, United States House of Representatives, Washing- 
ton, D. C. 

DEAR Str: We are writing in support of the enactment of H. R. 8352 intro- 
duced by the Honorable Edward A. Garmatz, of Maryland, and now before 
your subcommittee for consideration. H. R. 8352 would amend subsection 9 (c) 
(2) of the Merchant Ship Sales Act, 1946. A bill to accomplish the same purpose 
has been passed by the Senate in this session of Congress (8S. 2113). 

We support the bill in the interest of fairness to United States citizens who 
purchased a vessel or vessels from the United States Maritime Commission 
prior to the passage of the Merchant Ship Sales Act and who presently are in 
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position of being discriminated against as compared with purchasers of exactly 
similar vessels, the title to which was acquired by such purchasers after the 
passage of the Merchant Ship Sales Act. 
We ask that our letter may be made a part of the record in support of the 
pending bill H. R. 8352. 
Very truly yours, 
WARLEY, President. 





Paciric AMERICAN TANKSHIP ASSOCIATION, 
San Francisco, Calif., June 25, 1956 
Re H. R. 8352 and 8. 3113. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN BONNER: The Pacific American Tankship Association is 
composed of the following companies located on the Pacific coast of the United 
States owning and/or operating tankships: General Petroleum Corp., Hillcone 
Steamship Co., Keystone Shipping Co., Richfield Oil Corp., Standard Oil Com- 
pany of California, Tidewater Oil Co., The Texas Co., Union Oil Company of 
California. 

This association desires to express its interest in and support for H. R. 8352, 
which has recently been the subject of hearings conducted by the Subcommittee 
on Merchant Marine. The Senate counterpart of this bill—S. 3113—was passed 
unanimously by the Senate after a favorable report by the Senate Interstate 
and Foreign Commerce Committee. 

The bill would in effect remove subsection 9 (c) (2) from the Merchant Ship 
Sales Act of 1946, prospectively from the date of the bill’s enactment. This 
subsection contains the provisions which required those who purchased war- 
built vessels prior to the effective date of the act and applied for a price adjust- 
ment to agree that if such vessel were ever chartered to the United States (1) 
the charter hire would be limited to 15 percent per annum of the vessel’s statu- 
tory sales price and (2) the indemnity payable by the Government in the event 
the vessel were lost during the period of such charter would be limited to the 
statutory sales price depreciated to the date of loss. 

The restrictive provisions do not apply to those who purchased vessels subse- 
quent to the date of the above-mentioned act’s enactment. As a consequence, 
2 classes of purchasers are created, 1 of which is manifestly discriminated 
against. Further, a foreign purchaser in the favored class receives preferential 
treatment, compared with an American purchaser who bought prior to the effec- 
tive date of the Ship Sales Act. This latter is clearly inconsistent with the pro- 
vision found in section 6 (b) of the act to the effect that no war-built vessel shall 
be sold to a noncitizen on terms or conditions more favorable than those at which 
such vessel is offered to a citizen of the United States. 

In view of the inequity and unfairness of these provisions as presently con- 
tained in the Merchant Ship Sales Act, we respectfully request that you take 
favorable action on this bill. We further request that the contents of this letter 
be incorporated in the record. 

Sincerely yours, 
A. E. Kiun, President. 


THE Pure Om. Co., 
Chicago, Ill., June 25, 1958. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
Fhe House of Representatives, Washington, D. C. 

DraAR Str: We are interested in H. R. 8352 and in seeing it passed. We feel 
the House should go along with the Senate in their S. 3113 in order to correct the 
inequity in section 9 (c) (2) of the Ship Sales Act. 

Prior to the enactment of this act we purchased a tanker from the Govern- 
ment, and we do not understand why the act discriminated against such pur- 
chasers. We have read the statement of Leslie C. Krusen which he made hefore 
the committee on June 4 and coneur in all he said. 
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We hope you can eliminate this unfairness, which we feel was unintentional. 
Very truly yours, 
T. B. MANN. 


Socony Mos Ort Co., INC., 
New York, N. Y., June 8, 1956. 
Re H. R. 8352. 
Hon. HerBerT C. BONNER, 
Chairman, Subcommittee on Merchant Marine, 
Committee on Merchant Marine and Fisheries, 
United States House of Representatives, Washington, D. C. 

Sir: I have recently received copies of testimony given before your committee 
by Messrs. Leslie C. Krusen and Herbert R. O’Conor relative to H. R. 8352 
which, if enacted, would amend subsection 9 (c) (2) of the Merchant Ship Sales 
Act of 1946. 

Svcony Mobil Oil Co., Inc., purchased 12 war-built tank steamers from the 
United States Government prior to the enactment of the Merchant Ship Sales 
Act of 1946 and consequently is directly interested in the subject matter under 
discussion. It is, of Course, my earnest hope that it will never be necessary for 
the Government to require the use of these 12 ships so that the limitation with 
respect to charter hire and the payment of compensation in the event of their 
loss will not arise. It is impossible to foresee what the future holds, however, 
and I realize that there is always such a possibility. There is no doubt in my 
mind that section 9 (c) (2) of the Merchant Ship Sales Act is prejudicial to 
prior purchasers, such as my company, and I feel that this section should be 
amended. 

I have read the testimony given by Messrs. Krusen and O’Conor very carefully 
and I wish to state that I am in thorough agreement with this testimony. I am, 
therefore, desirous of going on record in favor of the passage of H. R. 8352 and 
hope that your subcommittee will recommend that such action be taken by the 
House of Representatives. 

Very truly yours, 
P. S. WIsE, General Manager. 


THe Texas Co., 
New York, N. Y., June 8, 1956. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

TteaR Str: AS a purchaser of war-built vessels prior to the enactment of the 
Merchant Ship Sales Act of 1946, the Texas Co. is most interested in H. R. 8852 
and S$. 3113, which would amend subsection 9 (c) (2) of the Merchant Ship Sales 
Act of 1946 to remove the present discrimination against those who purchased 
vessels prior to the passage of the act and in favor of subsequent purchasers. 
We do not wish to burden you with a lengthy analysis of this legislation as we 
join wholeheartedly in the able analysis of Mr. Herbert R. O’Conor on behalf 
of the American Merchant Marine Institute and the statement of Mr. Leslie C. 
Krusen on behalf of Chas. Kurz & Co., Inc., and other companies. We most 
earnestly hope that your committee will approve H. R. 8352 and that the House 
will follow the Senate in passing this Jegislation and correcting an inadvertent 
but unfortunate discrimination. 

Very truly yours, 
J. V.C. MALCOLMSON. 


UnritTep Fruit Co., 
Boston, Mass., June 7, 1956 
Hon. HersertT C. BONNER, 
House of Representatives, Washington, D. C. 

My Dear Mr. Bonner: I have just read the testimony offered vesterday 
hefore the Merchant Marine Subcommittee of the House Committee on Merchant 
Marine and Fisheries by Mr. O’Conor, of the American Merchant Marine Institute. 
and Mr. Krusen, of Charles Kurz & Co., Inc., concerning the matter of H. I. 8532 
and 8. $113 proposing to amend section 9 of the Merchant Ship Sales Act of 
19464. 
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The purpose of this letter is to advise you that the United Fruit Co. concurs 
in and heartily endorses the statements made by Messrs. O’Conor and Krusen. 
I therefore respectfully urge your committee to support H. R. 8352. 

Yours very truly, 


H. Harris Ropson. 


Unitep States LINES Co., 
New York, N. Y., June 8, 1956. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


lbeaR Mr. BoNNER: We have noted with interest the testimony given at a hear- 
ing held before your Subcommittee on Merchant Marine on June 4, 1956, for con- 
sideration of H. R. 8352 and 8. 3113. The latter bill was approved by the United 
States Senate on May 10, 1956. 

Both of these bills have as their purpose amendment of section 9 (c) (2) of 
the Merchant Ship Sales Act of 1946, which has made it necessary for companies 
that purchased war-built vessels prior to March 8, 1946, when the Merchant 
Ship Sales Act of 1946 was enacted, to agree that if the vessel was ever used by 
the United States under a charter party the charter hire must be limited to 15 
percent of the statutory sales price of the vessel, and if the vessel is lost during 
such use, indemnity payable by the Government would be limited to the statutory 
sales price depreciated to the date of loss. 

This is a requirement incident to the adjustment of purchase price of a vessel 
under procedure outlined in section 9 of the Merchant Ship Sales Act of 1946, 
but it does not apply to vessels purchased after March 7, 1946, and it appears, 
therefore, that it discriminates against the earlier purchasers of war-built vessels. 
Adjustment of price under section 9 of the Merchant Ship Sales Act of 1946 
was obtained by United States Lines Co. for 10 of its cargo ships purchased before 
March & 1946, but 30 similar cargo ships purchased from the Government by the 
company do not have the restrictions as to payment of charter hire and loss 
indemnity. 

We wish to subscribe to the testimony given at the hearing before your sub- 
committee on June 4, 1956, by Mr. Herbert R. O’Conor, Washington counsel for 
the American Merchant Marine Institute, and Mr. Leslie C. Krusan, counsel] 
for Charles Kurz & Co., Inc., Paco Tankers, Inc., and Keystone Tankship Corp. 

We urge your prompt consideration of this proposed legislation and recom- 
mend a favorable report to the House of Representatives by your committee 

Very truly yours, 
J. M. FRANKLIN, President. 





{From Merchant Marine Council, November 1955] 
TRADITIONS OF THE SEA 


The roll of American seafarers who have performed their duties in an out- 
standing and meritorious manner in accordance with the highest traditions 
of the sea is long but never completed. A group of seafarers recently added 
to this honored list were members of the crew of the American steamship Steel 
Admiral. They are as follows: Joseph T. Bundza, second mate; John P. Ryan, 
chief electrician; Charles W. Hall, deck maintenance; Lazaro B. Ellorin, deck 
maintenance; Jack Dalton, A. B.; Carlton A. Roberts, A. B.; Mallory J. Coffey, 
A. B.: Joe C. Selby, A. B.; and Mariano Gonzalez, QO. 8. 

On September 21, 1955, the Commandant of the United States Coast Guard 
commended these men. His commendation reads as follows: 

“The Commandant is pleased to commend you, Captain Brummelen, and the 
officers and crew of the steamship Steel Admiral, who participated in the suc- 
cessful removal of 186 passengers from the Philippine motor vessel Neptuno, 
which had stranded on Marinduque Island, Republic of the Philippines. 

“On the morning of June 24, 1955, during squally and inclement weather, the 
second mate of your vessel, Mr. Joseph T. Bundza, reported a blinking light close 
inshore of Marinduque Island, where, upon investigation, it was found that 
the motor vessel Neptuno, an interisland vessel, had stranded with bow hard 
aground. On receiving a request from the master of the motor vessel Neptuno 
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to remove the passengers from his vessel, the motor lifeboat was manned by mem- 
bers of the crew of the steamship Steel Admiral. 

“By a combination of good judgment and capable seamanship in the handling 
of the motor lifeboat and your vessel, all of the 186 passengers, including 132 
women and children, were removed from the stranded vessel, without mishap. 
After receiving these passengers on board, you and your crew gave them excellent 
care and made arrangements for their safety and comfort. 

“The alertness and close attention to duty of your bridge watch, and the prompt 
and efficient handling of this whole operation, indicates a ship which reflects 
credit and is in keeping with the finest traditions of the United States merchant 
marine.” 


(Whereupon the committee adjourned. ) 











